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ABSTRACT 
 
 
The aim of this study is to investigate the association between the financial policy factors with 
the timeliness of Indonesian corporate reporting. The study is motivated by the significance of 
timeliness in decision-making. Following the introduction of International Financial Reporting 
Standards (IFRS) in Indonesia in 2012, the study includes analysis of financial reports’ 
submission by top 120 Indonesian companies listed on the Indonesian Stock exchange for the 
financial years 2010 to 2014 to include time period before and after the adoption of IFRS. The 
study reports that the implementation of IFRS adoption and company post-employment benefit 
plan were significantly associated with timeliness, with companies having higher number of 
significant IFRS adoption and companies adopting defined benefit pension plan for employees 
having higher reporting lag. Other factors associated with reporting lag include profitability and 
engagement of Big Four audit firms. The study contributes to previous literature by 
concentrating on Indonesian companies and investigating factors unique to Indonesia. The 
theoretical contribution of this study is the adoption of agency theory in the context of timeliness 
of financial reporting and investigating the significance attached by agents to timely submission 
of financial reports so as to minimise the agency cost. The practical contribution of the study is 
in the area of future development of accounting education, training and practice in Indonesia. 
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CHAPTER 1: INTRODUCTION 
 
1.1 Introduction 
The aim of this study is to investigate the association between financial policy factors and the 
timeliness of Indonesian corporate reporting. Financial accounting policy, based on International 
Accounting Standards (IAS) No. 18, refers to the principles, basic conventions, rules, and 
practices that are employed by an entity in preparing and presenting its financial statements. The 
three financial policy factors studied in this thesis include International Financial Reporting 
Standards (IFRS) adoption, retirement benefit (pension) plan and tax audit. Following previous 
studies control variables include company characteristics (complexity operation, performance, 
leverage, earnings management, ownership structure, size, and age) and audit factors (audit firm 
size and audit opinion).  
 
The research is motivated by the significance of timeliness in decision making and the present 
untimely submission of annual financial statements by Indonesian companies. The study 
investigates the determinants of the timeliness of financial reporting by examining the 
relationship between IFRS adoption and timeliness of financial reporting. IFRS has been adopted 
in Indonesia since 2012. This study fills the gap in the literature with regard to the implication of 
the IFRS implementation in the emerging market specifically the association between IFRS 
adoption and the timeliness of financial reporting. Furthermore, this study also investigates how 
the pension benefit and tax audit, which were also recently introduced in Indonesia, relate to 
financial reporting timeliness. The addition of these three financial policy factors to the prior 
studies of timeliness of financial reporting, has implications for the future development of 
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accounting education, training and practice in Indonesia in order to improve the timeliness of 
financial reporting. 
 
The next section outlines the background and hence the motivation for the present study. The 
problem statement and research questions are outlined in section 1.3 followed by the significance 
of the study in section 1.4 and the contribution of the study in section 1.5. An outline of the 
thesis structure is discussed in section 1.6, with the conclusion of the chapter summarizing the 
study in section 1.7.  
 
1.2 Background to the Study 
Previous studies report that characteristics of the company and the auditor are significantly 
associated with the timeliness of the submission of the company’s financial statements.                  
The characteristics of the company includes internal and external factors to companies, 
including: complexity of company operation (Owusu-Ansah, 2000, and Sengupta, 2004), 
company performance (Sengupta, 2004), leverage (Al-Ajmi, 2008), earnings management 
(Boritz and Liu, 2006, and Aubert, 2009), ownership structure (Owusu-Ansah & Leventis, 2006), 
company size (Owusu-Ansah, 2000), company age (Owusu-Ansah, 2000). The characteristics of 
the auditor includes audit firm size (Ahmed, 2003) and audit opinion (Schwartz and Soo, 1996, 
and Soltani, 2002). 
 
In addition to the factors stated above, the adoption of IFRS has added more requirements to 
financial reporting in Indonesia due to the new and revised Indonesia financial accounting 
standards Indonesian Financial Accounting Standards (Pernyataan Standar Akuntansi Keuangan 
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or “PSAK”) and Interpretations of Statements of Financial Accounting Standards (Interpretasi 
Standar Akuntansi Keuangan or “ISAK”) and associated implications for tax assessment or tax 
audit. Further, the process of implementation is expensive, difficult and complicated 
(Jermakowicz & Gornik-Tomaszewski, 2006). The defined benefit plan for employees’ pension, 
which has been adopted by many Indonesian companies, adds further financial reporting 
procedures including verifying actuarial calculation and preparing additional information with 
regard to employee benefits disclosure in the notes to the financial statements (Lynch, 2006). 
Hence, the present study focuses on Indonesian listed firms. The sub-sections below outline the 
significance of the topic including the background to financial reporting in Indonesia. 
 
1.2.1 Timeliness of Financial Reporting 
There are many definitions of timeliness of financial reporting
1
. Chambers and Penman (1984) 
defined timeliness as: (1) the delay in time from the preparation date of the financial statements 
and the date of publishing the report, and (2) the date of financial statements until the reporting 
date or dates when financial report is expected. Schwartz and Soo (1996) measured the delays of 
companies in meeting the Stock Exchange Commission’s (SEC) deadline. Naim (1999) and 
Bandi and Hananto (2002) define timeliness as the reporting delay.  
 
The issue of financial reporting lags has attracted wide attention in many parts of the world. For 
instance, in the United States (US) the median delay in financial statements was 37 days during 
                                               
1 Timeliness of financial reporting or financial reporting lag is defined as the reporting delay from the end of the financial year to 
the date of the submission of the financial statements to the stock exchange. Dyer and McHugh (1975) define reporting lag as 
follows:(followed by Courtis (1976); Whittred (1980); Casrlaw & Kaplan (1991); Hossain & Taylor (1998); Owusu-Ansah 
(2000) and Ahmad & Kamarudin (2001)) namely: (i) preliminary lag as interval of days between the balance sheet closing date 
and the date of notice of report to the stock exchange, (ii) audit lag as interval of days between the balance sheet closing date and 
the signed date of the auditor’s report, and (iii) total lag as interval of days between the balance sheet closing date and the date of 
receipt of the publication of audited financial statements by the stock exchange. 
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the period 1960 to 1974 (Givoly & Palmon, 1982). Studies in the 1990s reported an increase in 
delays of 62 days over the period from 1988 to 1993 (Schwartz & Soo, 1996). In the last decade, 
the financial reporting lag in the US was 42 days (Cullinan, 2003). These findings hint at the 
possibility of extensive delays in other countries with less rigorous capital markets and 
associated regulations.  
 
Previous studies have provided some empirical evidence about the factors associated with 
financial reporting lag. These factors encompass the characteristics of the company and audit 
process, such as: size of the company (Dyer & McHugh, 1975; Givoly & Palmon, 1982; 
Schwartz & Soo, 1996), industry type (Courtis, 1976; Givoly & Palmon, 1982), a qualified audit 
opinion (Soltani, 2002; Haw et al., 2003), accounting complexity (Sengupta, 2004), type of news 
(Givoly & Palmon, 1982), extraordinary items and audit opinion (Schwartz & Soo, 1996; 
Soltani, 2002), type of parent company accounts (annual accounts) versus group (consolidated 
accounts) (Soltani, 2002), Big-5 internationally affiliated audit firms versus non-Big-5 affiliated 
audit firms (Owusu-Ansah & Leventis, 2006), ownership structure (Owusu-Ansah & Leventis, 
2006), complexity of operations (Aktas & Kargin, 2011), and corporate governance attributes 
(Akle, 2011). In addition, adhering to timeliness in Indonesia is often challenging because of the 
time taken to audit financial statements due to the increasing number of public companies in the 
country (IDX, 2013). Delays in audits in Indonesia might be caused by the stress of the need to 
be precise and accurate, together with the stress to obtain adequate evidence in accordance with 
generally accepted auditing standards (Halim, 2000). 
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Many negative consequences are associated with the delay in the submission of financial reports. 
Financial statement information should be delivered in a timely manner to avoid the loss of 
relevance of the information contained therein in terms of making economic decisions. 
According to Kenley and Staubus (1972), the timeliness of financial reporting may affect the 
value of financial statements. Dyer and McHugh (1975) also stated that the timeliness is an 
important characteristic of financial reporting. The financial statements that are submitted on 
time contribute to the efficient performance of the stock market in terms of evaluation and 
pricing, as well as contributing to a reduction in the level of insider trading, leaks and rumours in 
the stock market (Owusu-Ansah, 2000).  
 
Dogan et al. (2007) stated that the users of financial information should be able to obtain 
information in a timely manner when they make decisions or anticipate circumstances. 
Timeliness of information is similarly as significant as the content of the information. Timely 
presentation of financial results is taken as an indicator of the performance of the company in 
determining its market value (Dogan et al., 2007). 
 
IASB (2010) stated that timeliness is one of the qualitative characteristics in the framework of 
IFRS. Timeliness is a determining factor of the relevance of the information because availability 
of timely information is crucial in decision-making (IASB, 2010). Generally, under the capital 
market law or the company law, the annual report includes the financial statements of a company 
and is expected to be available for the company’s Annual General Meeting (AGM). However, in 
the context of Indonesia, under Indonesia Capital Market Law, there is an added time pressure in 
the sense that the company’s financial reports should be available for the shareholders on the day 
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of the AGM invitation release (typically two to three weeks before the date of the AGM) so they 
may be approved and validated at the AGM by the shareholders (UU No.40, 2007). On the 
agenda for the AGM is the approval of the company’s annual report which is presented at the 
meeting by the company’s Board of Directors (BoD) and describes the condition and operation 
of the company during the financial reporting period. The information in the financial reports is 
used to make decisions on such things as the allocation of the company’s net income for 
shareholders’ dividends, the company’s corporate social responsibility program and allocation of 
retained earnings to support the company’s investment activities. Therefore, the timeliness of 
financial reporting in Indonesia is essential since the primary purpose of the reports is to provide 
relevant and useful information to the shareholders to assess the performance of their investment 
in the company and for financial decision-making. 
 
Considering the significance of the timeliness of reporting and additional potential challenges 
faced by Indonesian companies, the next sub-section outlines the regulatory requirements with 
regard to timeliness of financial reporting. An outline of the regulatory requirements helps to 
explain the grounding of the study.  
 
1.2.2 Regulatory Environment of Indonesia: Timeliness of Financial Reporting 
The regulation to submit regular financial reports to the market authority in Indonesia has been 
set firmly. It is stipulated in the regulations of the Indonesian Capital Market and Financial 
Institutions Supervisory Agency and Financial Institution (ICMFISA), or Badan Pengawas 
Pasar Modal-Lembaga Keuangan (Bapepam-LK) No. XK2 on Submission of Periodic Financial 
Statements for Public Listed Company, on July 5, 2011. The regulation requires a public 
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company to submit an annual financial report to Bapepam-LK no later than the end of the third 
month after the date of the annual financial statements. This three-month timeframe is a 
reduction from the 120 days previously stipulated in 1996.  
 
The regulation, Bapepam-LK No. XK2, is echoed by the Indonesian Stock Exchange (IDX)
2
 or 
Bursa Efek Indonesia (BEI) related to the release of financial statements to the public through the 
IDX. The regulation is called the Decision of the Board of Directors of the Jakarta Stock 
Exchange Number: Kep-306/BEJ/07-2004 of Rule Number I-E concerning the Obligation of 
Information Submission, dated 19 July 2004. Their decision is that annual financial statements 
should be reported in the form of audited financial statements no later than the end of the third 
month after the date of the annual financial statements. Late submission of financial statements 
attracts sanctions by IDX ranging from a first written warning, second written warning and a fine 
of Rp 50 million (equal to USD 4,000), the third written warning and an additional fine of Rp 
150 million (equal to USD 12,000) and, finally, suspension. Furthermore, according to Article 
63e of Government Regulation No. 45 of 1995 concerning the Implementation of Operations in 
the Capital Market, the late submission of financial reports also attracts administrative sanctions 
by Bapepam-LK ranging from a fine of Rp 1 million (equal to USD 100) for each day of delay in 
submitting the financial statements, to a maximum fine of Rp 500,000,000 (equal to USD 
40,000). 
 
Research conducted in Indonesia reported average delays of 98 days (Rahmawati, 2013), 72.9 
days (Januar & Lestari, 2010), 76 days (Rachmawati, 2008) and 98.3 days (Subekti & Widiyanti, 
                                               
2 The Indonesian Stock Exchange (IDX) is based in Jakarta, Indonesia and formed following the merger of the Jakarta Stock 
Exchange (JSX) with the Surabaya Stock Exchange (SSX) in September 2007. 
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2004). Even with the existence of penalties, the Financial Services Authority of Indonesia
3
, or 
Otoritas Jasa Keuangan (OJK) (formerly Bapepam-LK), reported in 2013 that only 88% of 
Issuers and Public Companies submitted their annual Financial Statement for 2011 on time, 
whereas it was 85% in 2012 (Figure 1.1). This suggests an increase in delays, which is alarming 
in the context of the significance of the timely submission of financial statements. In the 
Indonesian context, the factors related to delays have been reported as liquidity, audit firm size, 
audit opinion, public ownership (Hilmi & Ali, 2008), profitability (Kadir, 2011; Saleh, 2004; 
Hilmi & Ali, 2008), company size (Hilmi & Ali, 2008; Saleh, 2004), and managerial ownership 
(Kadir, 2011).  
 
 
Figure 1.1 Timeliness of Submission of the Company’s Annual Financial Statements  
for the years ended 2003–2013 
(Source: Annual report of Bapepam-LK and IDX) 
 
                                               
3 The agency was created in 2011 under the Indonesian Act No. 21 of 2011 which organised a system of regulation and 
supervision of financial services. It replaced the functions of the Indonesian Capital Market and Financial Institutions 
Supervisory Agency (ICMFISA), or Badan Pengawas Pasar Modal dan Lembaga Keuangan (Bapepam-LK), in regulating and 
supervising the capital market and financial institutions. 
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An under-researched aspect of the financial reporting process that is unique to Indonesia is the 
adoption of IFRS. Indonesia, through the Indonesian Institute of Accountants (IAI) or Ikatan 
Akuntan Indonesia (IAI), is gradually harmonizing its Indonesian Statement of Financial 
Accounting Standard (ISFAS), or Pernyataan Standar Akuntansi Keuangan (PSAK), with IFRS 
adoption. The harmonization process focusses on minimising the differences between PSAK and 
the most up-to-date IFRS. It was expected that by 2012 the PSAK would have adopted all IFRS 
pronounced up to January 1, 2009, representing three years’ delay in the adoption of up-to-date 
IFRS. PSAK continues to adopt the new IFRS and, as of 2015, PSAK are equivalent to the IFRS 
effective in 2014, which represents a one-year gap in the adoption of up-to-date IFRS (IAI, 
2014). IAI is committed to maintaining a one-year difference between PSAK and IFRS, and also 
to keeping the gaps between the effective dates of new PSAK and IFRS as short as possible until 
Indonesia decides to go for full IFRS adoption. 
 
The IAI (2013) acknowledged that the IFRS convergence in Indonesia would face many 
challenges. For example, the convergence is required to be in line with the relevant laws and 
regulations in Indonesia, such as those related to Bapepam-LK, the central bank of of the 
Republic of Indonesia or Bank Indonesia (BI), and the tax authority, among others. Furthermore, 
the dissemination of IFRS convergence information to all stakeholders throughout Indonesia also 
adds challenges. Moreover, the IFRS is a moving target meaning that the IFRS is continually 
being updated and revised. Other challenges to the IFRS convergence involve the decision to 
shift from rule-based to principle-based regulations among all the players (financial statements 
preparers, accountants, auditors and regulators). The principle-based standards, thus, could result 
in multiple interpretations, especially as the issuance of Indonesian standards is in Bahasa 
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Indonesian (the language of Indonesia) which causes concern over the manner in which 
standards are interpreted. 
 
Based on data from IAI (2013), from 2010 to 2012 several new and revised statements of 
financial reporting standards and their interpretations were adopted following the IFRS 
implementation in Indonesia. Those new and revised Indonesian accounting standards were 
replaced and updated by their IFRS equivalent. In 2010 there were 6 new and revised PSAK  and 
2 Revocation of Indonesian Statement of Financial Accounting Standards (RISFAS) such as 
PSAK No. 50 (Revised 2006) adopted from IAS 32 “Financial Instruments: Presentation” and 
PSAK No. 55 (Revised 2006) adopted from IAS 39 “Financial Instruments: Recognition and 
Measurement”, or Pencabutan Pernyataan Standar Akuntansi Keuangan (PPSAK). In 2011, the 
number of new and revised IFRS adopted standards increased to 16 new and revised PSAK, and 
seven new and revised Indonesian Statement of Financial Accounting Standards Interpretation 
(ISFASI) or Interpretasi Standar Akuntansi Keuangan (ISAK) and one new PPSAK such as 
PSAK No.1 (Revised 2009) adopted from IAS 1 “Presentation of Financial Statements” and 
PSAK No. 7 (Revised 2010) adopted from IAS 24 “Related Party Disclosures”. Further increases 
came into effect in 2012, with a total of 25 new and revised PSAK, 11 new and revised ISAK 
andnine new PPSAK such as PSAK No.24 (Revised 2010) adopted from IAS 19 “Employee 
Benefits” and PSAK No. 60 adopted from IFRS 7: “Financial Instruments: Disclosure”. The 
implementation of IFRS commenced in the year 2012. Data from IDX (2013), relating to the 
financial period from 2011 to 2012 report an increase in the number of companies that were late 
in submitting financial statements in 2012 compared to the previous year. This might be due to 
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the requirement to follow the adopted IFRS from January 1, 2012, thus suggesting the need for 
investigation.   
 
In addition, the taxation system in Indonesia is a self-assessment system, wherein the Indonesian 
Government provides the opportunity for taxpayers to meet their tax obligations in accordance 
with the taxation regulations. In order to ensure compliance with tax regulations the Indonesian 
Directorate General of Taxes (IDGT) performs tax audits. The mission of the IDGT with regard 
to ensuring tax compliance, as outlined in the Strategic Plan of the IDGT 2012-2014, is an 
increase in the effectiveness of supervision in carrying out tax audits. Tax audits are expected to 
interfere with the timely submission of financial statements by Indonesian companies since the 
companies may need additional time to complete various tax audit procedures such as verifying 
completeness of the records and filing additional data required and measure the companies’ 
exposure (Gupta et al., 2014). This is significant since the requirement to follow the IFRS came 
into effect in the year 2012. 
 
Finally, adding to the above, further complexity with regard to meeting timeliness in Indonesia is 
expected to result from the introduction of a defined benefit plan for employees’ pensions. At the 
individual company level this is unique to Indonesia. As stipulated in the Indonesian Act No. 11 
of 1992 on the Pension Fund, there are two types of retirement benefit plans in Indonesia – a 
defined benefit pension plan, and a defined contribution pension plan. Retirement benefits 
provided to a company’s employees who enter the defined benefit pension plan, and the 
company’s obligation with respect to that plan, are calculated by an independent actuary using 
required method under PSAK 24 “employee benefit” based on International Accounting 
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Standard (IAS) 19 “employee benefits”. The extensive need for estimations and assumptions 
inherent in this plan is expected to add to the complexity of following adopted IFRS and tax 
audits. Accordingly, since the actuary’s calculation and report should be completed before the 
issuance date of the company’s audited financial statements, these accounting estimates and 
assumptions need professional judgement (Lynch, 2006) which requires time, thus may lead to 
reporting delays. 
 
Considering the above, the next section outlines the problem statement of the study. 
 
1.3 Problem Statement and Research Questions  
The financial report is the only mandatory formal communication medium between companies 
and stakeholders. The information presented in the report is only useful if it is presented 
accurately and in a timely manner for decision-making. The delay in communicating financial 
statements results in their loss of relevance and economic value. The financial reporting lag may 
also increase the level of insider trading, leaks, and rumours (Owusu-Ansah, 2000). 
 
In order to reduce the existing financial reporting lag, many countries set a legal requirement for 
a company to publish financial statements within a certain number of days after the financial 
year-end. The regulation also sets the sanctions for the late submission of financial statements. 
However, despite the presence of these penalties, there are still companies in Indonesia that delay 
the submission of financial statements to IDX. 
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Factors related to the timeliness of financial statements reported in previous studies include 
company characteristic including the complexity of company operation (Sengupta, 2004), 
ownership structure (Owusu-Ansah & Leventis, 2006), company size (Owusu-Ansah, 2000) and 
external factors such as audit opinion (Soltani, 2002). However, in addition to factors commonly 
investigated, the context of adopted IFRS implementation, tax audit and retirement benefit plans 
are unique to Indonesia. Hence the study includes the following research question (RQ): 
Is there any association between financial policy factors (IFRS adoption, retirement benefit plan 
and tax audit) and the timeliness of Indonesian corporate reporting?  
Sub-questions (Sub-RQ): 
Is there any association between implementation of IFRS adoption and the timeliness of 
Indonesian corporate reporting?  
 Is there any association between retirement benefit plans and the timeliness of Indonesian 
corporate reporting?  
 Is there any association between tax audits and the timeliness of Indonesian corporate 
reporting?  
 
1.4 Significance of the Study 
This study is motivated by the challenges of the implementation of IFRS adoption in Indonesia 
which could lead to the IFRS adoption being negatively related to the timeliness of financial 
reporting. The results of this study might indicate that a consequence of the preparation of 
financial statements in accordance with IFRS adoption could be submission delays. Furthermore, 
the gradual convergence process to minimise the differences between IFRS and PSAK will result 
in more new standards to be implemented in the future. This study will also examine the 
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association between implementation of IFRS adoption and the timeliness of financial reporting 
so that regulators, accounting professionals and auditors, especially the report preparers, can 
understand the relationship and act accordingly to prepare and submit financial reports in a 
punctual manner.  
 
This study is also motivated by the actuarial calculation of the defined retirement benefit plan 
that, using a number of assumptions, includes a discount rate which could change and impact the 
carrying amount of retirement benefit obligations. The interest on government bonds could be 
considered as one example for determining an appropriate rate. However, an improvement in 
such government bonds or a decrease in their interest rate as a result of improving economic 
conditions, could have a material impact on the discount rate used in determining the pension 
benefit. The volatility of the discount rate could affect the financial reports figure and influence 
management to hold the submission of financial reports while they consider for other appropriate 
rate. Further examination of the relationship between retirement benefit plans and the timeliness 
of reporting is, therefore, required so that management, accounting professionals and auditors 
can understand the relationship and determine appropriate action in preparing and submitting 
financial statements in a timely manner. 
 
The increasing importance of the role of taxation in Indonesia has also motivated this study since 
the tax revenue accounts of the Indonesian state budget have increased significantly in recent 
years. The tax revenue has almost tripled from 409 trillion rupiah (equal to USD 32.7 billion) in 
2006 (64.1 per cent of the 2006 Indonesian state budget), to 1,193 trillion rupiah (equal to USD 
95.4 billion) in 2013 (77.9 per cent of the 2013 Indonesian state budget) (Indonesian Treasury 
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Department, 2013). However, even though tax revenue has increased significantly, the 
Indonesian tax to Gross Domestic Product (GDP) ratio is still low (Organisation for Economic 
Co-operation and Development, 2014) which could be an indication that tax compliance is low 
and more tax audits need to be conducted by the tax office. Therefore, a study of the association 
between tax audits and the timeliness of financial reporting is required so that policy-makers, 
accounting professionals and auditors can understand the relationship and act accordingly to 
devise a financial reporting process for submitting reports in a timely manner. 
 
In summary, these financial policy factors are chosen not only because the factors represent the 
unique contextual factors surrounding financial reporting environment in Indonesia. This study 
covers the three stated financial policy issues because the year of 2012 was identified as the year 
of effective date of implementation of IFRS adoption and the year of tax supervision 
effectiveness to ensure the compliance of the country’s tax income by the Indonesian tax 
authority. The findings of the study contribute to the area of future development of accounting 
and auditing education, training and practice in Indonesia. This is important because the 
convergence process of IFRS adoption to PSAK in Indonesia is gradual, meaning more new and 
revised PSAK have to be implemented in the future. Accounting professionals and auditors, 
therefore, should plan and develop the financial reporting and audit processes for preparing 
financial statements in accordance with the new standards to enable the submission of reports in 
a timely manner. 
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1.5 Contributions of the Study  
Prior research has shown that timeliness of financial reporting is associated with the company’s 
characteristics, audit process and the characteristic of the auditor. However, those studies did not 
investigate factors unique to Indonesia such as IFRS adoption, retirement benefit plan and tax 
audits. The present study contributes to the literature by investigating these factors.  
 
The study adopts ‘agency theory’ as the theoretical framework. The theory has been widely 
adopted in similar context in previous studies theory (Owusu-Ansah, 2000; Soltani, 2002; 
Leventis & Weetman, 2004; Sengupta, 2004). Timely financial reports is expected to reduce the 
agency problems and costs that results due to information asymmetry between the management 
as the agent and shareholders as the principle in the corporate context (Jensen & Meckling, 1976; 
Kim & Verrechia, 1994). The theoretical contribution of this study is to examine the agency cost 
effects of three main financial policy factors namely, IFRS implementation, retirement benefit 
plans and tax audits upon the timely submission of financial reports. This is evidenced by the 
negative association between IFRS implementation and timeliness of financial reporting and also 
the negative association between retirement benefit plans and timeliness of financial reporting. In 
contrast, the tax audit does not involve high agency costs and has less potential to cause delays in 
submission of the reports. This is evidenced by the lack of association between tax audits and 
timeliness of financial reporting in Indonesia.  
 
The practical contributions of this study are in the areas of future development of accounting 
education, training and practice in Indonesia. Accounting education professionals in Indonesia 
need to engage with accounting professionals on a regular basis and provide updates and training 
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on IFRS. Another option is to provide on-line resources that can be easily accessed at a time 
convenient to accounting professionals. This is essential because the convergence process of 
IFRS adoption to PSAK in Indonesia is being phased in gradually, meaning many more new and 
revised PSAK following IFRS are to be implemented to become effective in the future. Thus, it 
is important that accounting professionals and auditors plan and develop financial reporting and 
audit processes for preparing financial statements in accordance with the standards which enable 
the submission of reports in a timely manner. Further, the results support the hypothesis that the 
implementation of a ‘defined benefit pension plan’ is related to higher reporting. As predicted, 
this can be attributed to the complexity of the plan and the engagement of an independent 
actuary. Availability and further training of professionals on retirement liability calculations will 
also aid in reducing the reporting lag. 
 
1.6 Chapter Outlines 
The chapter outline is as follows: 
 
Chapter 1-Introduction 
This chapter includes the background and motivation behind the present study. The purpose of 
the study is to investigate the association between financial policy factors and the timeliness of 
financial reporting by Indonesian companies. Finally, this chapter outlines the research questions 
of this study and delineates the structure of the thesis.  
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Chapter 2-Prior Research: Timeliness of corporate financial reporting 
This chapter outlines previous studies in the area of timeliness of corporate financial reporting 
and the contribution to the present study in the context of available literature. Previous studies 
have been classified into status of corporate financial statements’ timeliness, factors related to 
corporate financial statements’ timeliness and factors related to audit timeliness. 
 
Chapter 3-Indonesia: The country context 
This chapter provides an overview of the Indonesian context including its societal, 
organisational, professional, individual and accounting environment. The chapter provides an 
outline of the present reporting-related regulations in Indonesia and provides further context to 
the thesis.  
 
Chapter 4-Theoretical Framework and Hypotheses development 
This chapter introduces ‘agency theory’ to the context of the thesis. ‘Agency theory’ has been 
adopted extensively in the context of studies on financial reporting timeliness and hence adopted 
in the present study. The study delineates the hypotheses of the present study based on available 
literature and the theory. 
 
Chapter 5-Research Method 
This chapter explains the sample for the study, independent, dependent and control variables, 
together with the statistical model of the present study to test the three hypotheses.  
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Chapter 6-Association between financial policy factors and timeliness of corporate 
financial statements in Indonesia-An empirical analysis  
This chapter outlines the results of the study including the status and factors associated with 
timeliness of corporate financial reporting. The study reports that the adoption of IFRS and 
adoption of a defined benefit pension plan had negative associations with corporate reporting 
timeliness. Among control variables, company profit and engagement of Big Four audit firms 
had negative associations with corporate reporting timeliness.  
 
Chapter 7-Discussion and Conclusion 
This chapter will summarize the findings and outline their implications. The chapter also outlines 
the contribution of the study to the literature, theory and practice. This is followed by an outline 
of limitations and suggestions for future research.  
 
1.7 Conclusion  
This chapter summarises the background to the present study, its significance and contribution. 
Following the discussion, the chapter outlines the aim of the study and factors associated with 
the timeliness of corporate financial reporting in Indonesia. The aim of the research, that is, the 
investigation of the association between financial policy factors and corporate reporting 
timeliness with its three sub-research questions, is summarised in this chapter together with the 
structure of the thesis.  
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CHAPTER 2: PRIOR RESEARCH-TIMELINESS OF FINANCIAL REPORTING 
 
2.1 Introduction 
Previous studies have investigated financial reporting compliance including timeliness. Studies 
that investigated factors related to the delay in submission of financial statements include Dyer 
and McHugh (1975), Courtis (1976), Davies and Whittred (1980), Garsombke (1981), Ashton et 
al. (1987) and Carslaw and Kaplan (1991), among many others. Studies in an Indonesian context 
include those by Respati (2001), Septiani (2005), Almilia and Setiadi (2006), Rachmawati 
(2008), Hilmi and Ali (2008), Lestari (2008) and Kadir (2011). None of these studies 
investigated factors unique to Indonesia such as IFRS adoption, tax audit requirements and the 
retirement benefit plan.  
 
Following the aim of this study, that is, to investigate the factors associated with the timeliness of 
corporate reporting, previous studies are categorized in accordance with their theme into three 
categories. These include meeting of submission timeframes in section 2.2.1, factors related to 
timeliness in section 2.2.2 and factors related to the auditing timeliness of financial reports in 
section 2.2.3. Finally, section 2.3 concludes the discussion. 
 
2.2 Previous Studies Investigating Timeliness of Corporate Financial Statements 
2.2.1 Studies Investigating Status of Corporate Financial Statements’ Timeliness 
Hendriksen and Van Breda (1992) interpret timeliness as a characteristic that ensures 
information does not lose its capacity to assist with decision-making. Timeliness is essential to 
relevance. Presentation of financial statements at regular intervals in a timely manner 
communicates critical information required to predict the future and make decisions. 
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‘Timeliness’ broadly refers to the difference between the expected and actual timeframe of 
presenting financial statements. Availability of information in a timely manner facilitates 
managers in making timely decisions and responding to incident(s) and problem(s). Delays in the 
timely communication of information result in a loss in value of presented information (Gordon 
& Narayanan, 1984). 
 
Chambers and Penman (1984) define ‘timeliness’ as: (1) the time delay between the date of the 
preparation of financial statements and the date of reporting, and (2) the date of financial 
statements until the reporting date or dates when financial reports are expected. A measure of 
timeliness, as outlined in Schwartz and Soo (1996), is the delay in reporting compared to the 
requirement of the stock exchange, while Naim (1999) and Bandi and Hananto (2002) measured 
financial statements’ timeliness by the delay between preparation and reporting of financial 
statements. 
 
According to Kenley and Staubus (1972), the timeliness of financial reporting may affect the 
value of financial statements. Dyer and McHugh (1975) also stated that the timeliness of 
financial reporting is an essential characteristic of financial reporting. The timely submission of 
financial statements contributes towards efficient performance of the stock market with regard to 
the evaluation and pricing, and reduces the level of insider trading, leaks and rumours (Owusu-
Ansah, 2000). 
 
Kim and Verrechia (1994) mention that financial statements submitted on time reduce the 
asymmetry of information. Following the significance of timeliness, Scott (2003) stresses the 
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need not only for timeliness in accordance with statutory requirements but also to strive towards 
voluntary supply of information on-time. Givoly and Palmon (1982) stated that any delay in 
timeliness of presentation of the annual report brings major limitations to the benefits of such 
report. IAI (2004; 2012) also stated that the benefit of a report also reduces if the report is not 
available on time.  
 
Studies investigating the extent to which financial statements met the requirement of timely 
presentation or submission include Dyer and McHugh (1975), Courtis (1976), Gilling (1977), 
Whittred (1980), Davies and Whittred (1980), Whittred and Zimmer (1984), Givoly and Palmon 
(1982), Chambers and Penman (1984), Atiase et al. (1989), Schwartz and Soo (1996), Abdulla 
(1996), Owusu-Ansah, (2000), Soltani (2002), Leventis and Weetman (2004),  Sengupta (2004), 
Boritz and Liu (2006), Karim et al. (2006), Nour and Al-Fadel (2006), Owusu-Ansah and 
Leventis (2006), Lee et al. (2008), Aubert (2009), and Akle (2011). 
 
Dyer and McHugh (1975) conducted a study on the timeliness of annual financial statements in 
Australia. The study examined the relationship between the reporting behaviour of 120 
randomly-selected companies listed on the Sydney Stock Exchange (SSE) for the period 1965 to 
1971. Timeliness in this study was investigated using the date of the signature of the auditors on 
the annual financial statements of each company compared to the end of their financial year. The 
study found that the sample companies took 18 weeks from the end of their financial year to 
submit financial reports to shareholders. The authors reported the association between company 
size and reporting delays, and found larger firms had less delay than smaller ones. The authors 
 23 
 
argued that the reason behind their findings was that larger firms are closely monitored by the 
investors, trade associations and regulatory agencies.  
 
Courtis (1976) tested the relationship between four additional company attributes and the 
timeliness of the financial statements of 204 companies listed in New Zealand in 1974. Similar to 
the study by Dyer and McHugh (1975), the study reported that the sample companies took 18 
weeks from the end of their financial year to submit financial reports to shareholders, signifying 
no improvement in timeframe between 1971 and 1974. Courtis (1976) reported the most 
significant variable associated with reporting delay is the level of corporate profitability. 
Companies with higher levels of profitability had shorter reporting delays. In addition, the 
industry domain was associated with delays, with mining and exploration companies reporting 
more delays compared to others.  
 
Gilling (1977) commented on the research results of Courtis (1976) and found that delays in the 
issuance of financial statements were not only caused by the company but also by the auditor. 
This study investigated the relationship between the attributes of auditors with the time period of 
the audit, using 187 annual financial statements of New Zealand companies and 50 audit firms. 
The study reported that most of the audits of these statements were conducted by the then Big 
Eight audit firms (69%). The Big Eight audit firms took 55 days to complete their audit whereas 
small audit firms took far longer, that is, around 90 days.  
 
In the 1980s, Givoly and Palmon (1982) conducted a study of financial reporting delays in the 
US. By studying companies in 25 industries listed on the New York Stock Exchange (NYSE) 
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from 1960 to 1974, they found that the average reporting delay was 37 days. They reported that 
the information content in the financial reports was associated with reporting delays, with reports 
containing bad news having longer delays. This result is similar to that of Whittred and Zimmer 
(1984) who studied the timeliness of financial reporting of bankrupt companies in Australia from 
1964 to 1978. These authors reported the average delay was from 82 to 86 days, and found that 
firms in financial distress had longer delays compared to others. 
 
With regard to emerging economies, Abdulla (1996) examined the timeliness of financial reports 
of 26 Bahraini companies. The author found the average reporting delay was between 59 to 64 
days, with profitability, company size and distributed dividends as the main factors associated 
with the reporting lags. Owusu-Ansah (2000) investigated the timeliness of financial reporting in 
Zimbabwe with a sample of non-financial listed firms. The author found that the average delay in 
reporting was 62 days, with the size of the company the main variable related to the timeliness of 
financial reporting. Owusu-Ansah (2000) taking a sample of firms from the Zimbabwe Stock 
Exchange reported that the shortest time taken to complete financial reporting and audit was 33 
days, and the longest was 148 days. In another study, Abdulla (1996) conducted a study on audit 
delay of 177 companies during the financial year period of 1997 to 1998. The author found an 
average audit delay of nearly six months, with the main determinant of the audit delay being the 
type of audit firm. In the context of Malaysia, Che-Ahmad and Abidin (2008) reported longer 
delays of 114 days. These results are considerably longer when compared with the results of 
Abdulla’s (1996) study in Bahrain which reported delays of between 59 to 64 days.  
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In the Indonesian context, previous studies reported an average delay of financial reporting of 75 
days (Ekowati, 1996), 76 days (Rachmawati, 2008), 97 days (Rahmawati & Wickremasinghe, 
2011) and indicated an increase in delays over the years. Ekowati (1996) examined the factors 
associated with financial reporting delays of companies listed in Indonesia from 1993 to 1994, 
and found that the average audit delay in the year 1993 was 72 days, and in the year 1994 it 
increased to 78 days. Rachmawati (2008) examined the relationship of internal and external 
factors on the timeliness of financial reporting companies listed on the Indonesian Stock 
Exchange between 2003 and 2005. The average reporting delay reported by the author was 76 
days, with a standard deviation of 16 days. Rahmawati and Wickremasinghe (2011) examined 
the factors for financial reporting delays of companies listed in Indonesia between 2003 and 
2008, and found an average delay of 97 days. 
 
In summary, studies on the status of timeliness of financial reporting around the world reported 
an average publishing delay of 82 to 92 days in Australia (Dyer & McHugh, 1975), 62 days in 
Australia (Whittred, 1980) and 82 to 86 days in Australia (Whittred & Zimmer, 1984), 83 days in 
New Zealand (Courtis, 1976), between 53 and 70 days in New Zealand (Gilling , 1977), 37 days 
in US (Givoly & Palmon, 1982), 62 days in US (Schwartz & Soo, 1996), 59 to 64 days in 
Bahrain (Abdulla, 1996), 62 days in Zimbabwe (Owusu-Ansah, 2000), and nearly six months in 
Bangladesh (Imam et al., 2001). It is concerning that in Indonesia the time delay is increasing. 
  
The present study is motivated by increasing delays in financial reporting in Indonesia. Such 
delays raise doubts about the relevance of the information presented. Studies of timeliness in 
Indonesia are sparse. None of the previous studies investigated factors unique to Indonesia such 
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as adoption of IFRS, retirement benefit plan, tax audit and their relationship with timeliness 
including a longitudinal analysis. Hence, the present study is expected to provide insights into 
patterns of timeliness. The next section outlines studies that investigated the determinants of 
financial statements’ and audit timeliness.  
 
2.2.2 Studies Investigating Factors Related to Corporate Financial Statements’ 
Timeliness  
Studies investigating the timeliness of corporate financial statements include in Australia (Dyer 
& McHugh, 1975; Davies & Whittred, 1980; Whittred & Zimmer, 1984), in New Zealand 
(Courtis, 1976), in the US (Garsombke, 1981; Givoly & Palmon, 1982; Schwartz & Soo, 1996), 
and in Zimbabwe (Owusu-Ansah, 2000). Studies on Indonesian companies include those by 
Hilmi and Ali (2008), Rachmawati (2008), Rahmawati and Wickremasinghe (2011), Sudrajat 
(2009) and Wirakusuma (2004), suggesting a lack of recent studies in Indonesia in this area. 
 
Dyer and McHugh (1975) examined the determinants of timeliness of financial reporting using a 
sample of 120 Australian companies from 1965 to 1971 to test the relationships between 
financial reporting delays and company size, year-end closing date and profitability. Their study 
reported negative relationships between company size and delays, with larger companies having 
shorter delays than smaller ones. Their study also reported on relationships between financial 
year-end and delays, with June 30 financial year-end firms having more delay than non-30 June 
firms. Their study reported no relationship between profitability and delays.  
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Dyer and McHugh (1975) and Courtis (1976) reported that the size of the company and the 
industry classification were negatively related to reporting delays. They found that as company 
size increases reporting lag decreases, and companies in the fuel, energy and finance industries 
were faster in reporting than service, mining and exploration companies. Furthermore, Whittred 
(1980) and Garsombke (1981) found those companies who were busier at the end of the audit 
period experienced longer delays. Whittred (1980) and Soltani (2002) also stated that reporting 
delays were longer in companies that received qualified audit reports. In another study, Whittred 
and Zimmer (1984) reported that companies experiencing financial distress reported late. 
 
Similar to Dyer and McHugh (1975) and Whittred and Zimmer (1984), the studies by Courtis 
(1976) and Gilling (1977) reported the relationship between company-specific factors and the 
timeliness of financial statements’ presentation. On the other hand, Garsombke (1981) and 
Givoly and Palmon (1982) reported not only specific factors internal to the company but also 
there was specific type of news of the company that explains the timeliness of corporate financial 
statements.  
 
Courtis (1976) extended these studies by investigating the relationship of company attributes 
such as company age, the number of shareholders, the number of pages in the annual report, the 
type of industry and reporting lag in New Zealand. The results reported that the type of industry 
and company profitability were related to delays in financial reporting. The study found that 
larger firms had lesser reporting lag, company’s losses increased the reporting lag, and service, 
mining and exploration companies were slower than companies in the fuel, energy and finance 
industries.  
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Following Courtis (1976), Gilling (1977) conducted a study of the financial reporting lag of 187 
New Zealand companies. The study reported a negative relationship between audit firm size and 
reporting delay, suggesting that companies engaging larger firms had their reporting completed 
faster than those which engaged smaller firms. The study also found that company profitability is 
related to reporting delays, that is, firms with higher profits have a longer reporting lag. 
Similarly, Owusu-Ansah and Leventis (2006) reported that the size of the audit firm was related 
to reporting delay. 
 
Contrary to Gilling (1977), Davies and Whittred (1980) did not find any empirical evidence of 
the relationship between the size of the audit firm and reporting delay. The sample included 
Australian companies listed on the Stock Exchange of the association from 1972 to 1977. The 
results reported the factors related to reporting delay were company size, and presence or 
absence of extraordinary items. Their study also reported longer reporting delays in cases where 
companies received a qualified audit opinion. This follows the expected norm since before 
providing a qualified audit opinion, audit firms need to go through an extended process including 
negotiating with clients, consulting with more senior audit partners or other technical staff and 
expansion of the scope of the audit. Carslaw and Kaplan (1991) also suggested that in order to 
attach a qualified audit opinion, auditors need to consider many aspects including obtaining 
sufficient evidence to support the opinion. Similarly, Utami (2006) reported that audit opinions 
were related to reporting delays.  
 
Garsombke (1981) conducted a study of timeliness of reporting in the US. The author found that 
firms with January to March fiscal year-ends have longer delays. The author also reported that 
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firms with good rather than bad news and audit firm type were not associated with the timeliness 
of reporting. 
 
In a later study, Givoly and Palmon (1982) reported that the pattern of the industry and the 
existence of bad news were related to delays in corporate financial statements, while company 
size was negatively related to the timeliness of annual financial statements. They found that 
companies with higher profitability published financial reports faster than companies with lower 
profitability. The results of the study also showed that companies in a regulated industry report 
early and the small companies tend to report late, while large companies report early. 
 
Whittred and Zimmer (1984) examined the differences between the financial reporting delays of 
companies in financial distress and those not in distress in Australia. The study investigated the 
predictive ability of reporting delays using bankrupt and non-bankrupt companies in the same 
year and industry that were listed on the SSE during the period 1964 to 1978. The study found a 
relationship between the financial state of the company and the delays, with financially 
distressed companies reporting late.  
 
Schwartz and Soo (1996) extended the work of Givoly and Palmon (1982). Their study 
examined reporting lags in the USA. The authors investigated the delay by sampling US firms 
with auditor changes and found that the average reporting lag was 62 days. The authors reported 
that the timing of auditor changes was associated with the reporting delays, thus companies with 
auditor changes had longer audit delays than companies without auditor changes. The study also 
reported that companies with extraordinary items, and with losses before extraordinary items, 
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reported earlier. An interesting finding of this study was that companies which experienced a 
qualified audit opinion reported earlier. Schwartz and Soo (1996) also reported that companies 
experiencing financial difficulties reported later compared to others. This contention was 
developed by Lai and Cheuk (2005) and Walker and Hay (2006), by using research variables, 
one of which measures the company's financial condition by using the bankruptcy prediction 
model of Zmijewski (Zmijewski, 1984). The authors found that not only the probability of 
bankruptcy but also the provision of non-audit services reduced reporting delays. 
 
Owusu-Ansah (2000) investigated the timeliness of annual financial reporting and the 
determinants of timeliness for non-financial listed companies in an emerging stock market, 
namely, Zimbabwe. The author reported that company size, complexity of operation, and the 
month of the financial reporting year-end are associated with the timeliness of financial 
reporting. The author also found that smaller companies reported later compared to larger 
companies, and companies with a financial year-end in March or December reported earlier than 
those companies with a financial year-end in the other months. The study also reported that firms 
with high debt ratio reported later than firms with a lower debt ratio. 
 
Leventis and Weetman (2004) focussed on timely submission of financial reports issued by 
companies in an emerging capital market, namely, Greece. Their study reported that, although all 
companies met the regulatory time frame, there was a lot of variation between companies in 
terms of delays between financial year-end and first time publication of financial reports. The 
study outlined factors relating to the delays being costs of ownership measured by barrier to 
entry, cost savings information measured by trading volume and public stock, and the nature of 
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the news, that is, good versus bad measured by the number of comments in the audit report and 
the annual change in profitability (return on equity) of the company. The research results of 
Leventis and Weetman (2004) support the prediction of Diamond (1985) and Verrecchia (1983, 
1990) that companies with performance exceeding a certain threshold tend to provide disclosure, 
while firms without a good performance trend tend to avoid disclosures in the financial reports. 
 
Dogan et al. (2007) studied the relationship between timeliness of financial reporting and 
corporate performance. Their results showed that the return on equity, net change in return and 
the size of the company were associated with the timeliness of a company's financial reporting. 
On the other hand, the change in financial risk, the free float rate and the type of industry were 
not associated with the timeliness of companies’ financial reporting. The results showed that the 
ratio of the number of transactions of the company has an inverse relationship with the timeliness 
of financial reporting. 
 
Ezat and El-Masry (2008) examined the factors related to the timeliness of reporting of Egyptian 
companies. Factors under investigation included companies’ characteristics and corporate 
governance. The result showed that company size, industry type, liquidity, ownership structure, 
board size and composition have a relationship with the timeliness of reporting. The study found 
that the larger the size of the company, the more punctually the company published its financial 
statements. The results also reported that companies with a large proportion of public ownership 
were more-timely in delivering financial statements compared to others. Furthermore, the study 
found that the greater the proportion of independent board members in the company the greater 
the timeliness. This is because independent boards put pressure on management to report 
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corporate information in a timely manner. It was also reported in the results that companies in 
the financial services sector reported more quickly than companies in other industries. Lastly, the 
study reported that companies with high liquidity levels tended to be faster in disclosing 
corporate information and larger companies’ reporting was more timely compared to others. This 
can be attributed to the necessity to attract investors. 
 
McGee (2009) compared the timeliness of financial reports of Russian and non-Russian firms in 
the telecommunications industry. The study reported that Russian companies required a longer 
time period to report financial results than non-Russian companies. Both large Russian and non-
Russian companies required less time to report the financials compared to smaller ones. 
Companies that used Russian Accounting Standards required less time to report financial results 
compared to those using IFRS. 
 
In the Indonesian context, while examining timeliness of reporting Naim (1999) categorized 
them into ‘obedient’, that is, those meeting regulatory timelines and ‘disobedient’, those not 
meeting regulatory timelines. The results showed that the profitability of a company was 
associated with the timeliness of financial reporting, while the size of the company and an 
auditor's opinion were not associated with the timeliness of annual financial reporting. The study 
found that the higher the profitability of the company, the lower the reporting lag. This can be 
attributed to the endeavour to communicate good news to the public as soon as possible.  
 
In the same study, Naim (1999) investigated the factors related to non-compliance of companies 
with the Indonesian regulations in regard to timeliness of financial reporting. The study included 
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companies listed on the IDX. The results showed that the size of the company, and financial 
distress as measured by debt-to-equity ratio, were not related to the timeliness, whereas 
profitability measured by the return on assets (ROA) was associated with the timeliness of 
corporate financial reporting.  
 
Respati (2001) examined the factors associated with the timeliness of financial reporting of 
companies listed in the IDX. The study reported that the profitability and outsider ownership 
concentration were related to the timeliness of financial reporting, that is, companies with higher 
profit and higher outsider ownership concentration were timelier than others. On the other hand, 
debt-to-equity ratio, the size of the company and insider ownership concentration, were not 
related to timeliness.  
 
Similar to Respati (2001), Iskandar (2003) investigated the relationship between profitability 
adding audit opinion as a moderating variable. This study reported that profitability was 
associated with the timeliness of financial reporting, while audit opinion as an independent 
moderating variable did not associate with the timeliness. 
 
Wirakusuma (2004) investigated factors associated with the audit and financial reporting lag. In 
this study financial reporting lag was measured by delay in submission to the IDX. The study 
reported that audit opinion, solvency, internal audit existence, and company size were related to 
the audit completion time, whereas no relationship was reported with profitability and audit firm 
size. The study also reported that the audit completion time together with solvency and audit 
opinion were associated with the timeliness of submission of audited financial reports to the 
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stock exchange. The study reported larger firms published financial reports earlier than smaller 
firms and firms with an internal audit division also reported earlier. Furthermore, the study found 
that companies with an unqualified audit opinion needed more audit completion time than 
companies with other audit opinions, and firms with higher solvency (high ratio of debt to assets) 
needed more audit completion time than companies with lower solvency. The results of this 
study were in line with the research of Meiden (2007) who found that audit opinion negatively 
related to reporting delay, meaning companies with qualified audit opinions experienced lesser 
delays compared to those with non-qualified opinions. 
 
Saleh (2004) examined the factors associated with the timeliness of financial reporting of 
manufacturing companies listed on the IDX. The sample included financial statements during the 
period 2000 to 2002 of 110 companies. The study reported that the extraordinary items were 
associated with the timeliness of financial reporting, whereas the characteristics of the 
manufacturing company such as gearing, size, ownership, profit, and age were not. The study 
found that a company that reported extraordinary items or contingencies tended to be late to 
submit financial reports to the stock exchange. These firms tended to spend more time to add 
presentation and disclosure in the notes to the financial statements with regard to the 
contingencies and extraordinary items for the interested parties, and hence their delays. 
 
Saleh and Susilowati (2004) investigated further variables with regard to their relationship to the 
timeliness of financial reporting of manufacturing companies listed on the IDX. Their results 
reported that the gearing ratio, profitability, company size, company age and ownership structure 
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were not associated with the timeliness of financial reporting. On the other hand, exceptional 
items and/or contingencies had a negative relationship with timeliness. 
 
Similar to Saleh (2004) and Saleh and Susilowati (2004), Harnida (2005) investigated the factors 
related to the timeliness of financial reporting by manufacturing companies listed on the IDX. 
The study found evidence that managerial and institutional ownership had a positive association 
with timeliness, meaning the more managerial and institutional ownership the more timely the 
company in submitting the financial reports to the stock exchange. On the other hand, the 
proportion of independent directors, existence of an audit committee and profitability were not 
associated with the timeliness of financial reporting.  
 
Evanori and Rusdi (2005) conducted research on the factors related to the timeliness of financial 
reporting of manufacturing companies listed on the IDX between 2000 and 2002. Their study 
reported that company size and insider ownership structure were associated with the timeliness 
of financial reporting, whereas debt-to-equity ratio, profitability, outside ownership 
concentration and age of the company were not. The study found that larger firms reported 
earlier than smaller firms and that ownership was negatively associated with the timeliness of 
reporting, meaning firms with higher insider ownership reported earlier and firms with lower 
insider ownership reported later.  
 
Anissa (2004) investigated the factors associated with the timeliness of financial reporting of 
companies listed on the IDX. The study reported that the quality of the auditor, financial 
leverage, and profitability were not related to timeliness, whereas the audit opinion was related to 
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timeliness. The study found that firms with an unqualified audit opinion reported earlier, while 
firms with a qualified audit opinion reported late. 
 
Furthermore, Oktorina and Suharli (2005) examined the determinants of timeliness of financial 
reporting of Indonesian companies. The study reported evidence that the debt-to-equity ratio and 
profitability have no relationship to the timeliness of financial reporting, whereas the size of the 
company, the structure of corporate ownership, and audit firm size were related. The study found 
that small firms reported earlier while large firms reported late. The study also reported that 
firms audited by a Big Four audit firm reported earlier, and firms with higher public ownership 
reported earlier than firms with lower public ownership.  
 
Almilia and Setiady (2006) conducted research on the factors associated with the completion of 
the presentation of the financial statements of companies on the IDX between 2003 and 2004. 
Their study reported that company size and company age were associated with the timeframe of 
presentation of financial statements. On the other hand, profitability, solvency, liquidity, and 
extraordinary items and/or contingencies were not associated with the timeframe. The study 
found that the larger the company size, the greater the reporting delay, and the older the company 
the lower the reporting delay.  
 
Hilmi and Ali (2008) conducted a study to examine the factors associated with the timeliness of 
releasing annual financial statements to the public by companies listed on the IDX between the 
years 2004 and 2006. The authors considered the date of submission to the stock exchange as the 
release date. Their study reported that the profitability, liquidity, public ownership and audit 
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firms size were related to the timeliness of submission. The study found that companies using 
Big Four audit firms were punctual in meeting their timeline compared to other firms, and 
companies with unqualified audit opinions submitted their financial statements earlier than 
companies with a qualified opinion. In addition, the result of the study reported that more public 
ownership was associated with better timeliness, and the higher liquidity level of the company 
led to better timeliness. On the other hand, leverage, company size and the auditor's opinion were 
not related to the timeliness of financial reporting. 
 
Gunarsih and Hartadi (2008) examined the relationship of corporate governance structure and 
performance on the company's timeliness in submitting financial reports to the IDX. Their study 
reported that the number of directors, as a proxy structure of corporate governance, was 
negatively related to the timeliness. As the number of directors increased, timeliness decreased. 
The study also found that the higher the company’s return on investment, the higher the 
probability of the company submitting financial reports in a timely manner to the stock 
exchange. 
 
Naim (1999) and Respati (2001) examined the timeliness of financial reporting in Indonesia and 
found that profitability of the company was associated with the timeliness of reporting, while the 
study of Saleh (2004) and Oktorina and Suharli (2005) found no relationship between company 
profitability and the timeliness of financial reporting in Indonesia. Naim (1999) and Respati 
(2001) reported that the higher the ROA of the company, the better the timeliness.  
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Respati (2001) and Hilmi and Ali (2008) found that the ownership structure of the company was 
associated with the timeliness of financial reporting in Indonesia, while Saleh’s (2004) study 
found that the ownership structure of the company has no relationship to the timeliness of 
financial reporting in Indonesia. However, both studies reported that more outsider ownership 
related to better timeliness. Hilmi and Ali (2008) also found that the Indonesian companies 
engaging Big Four audit firms reported early, while Anissa’s (2004) study found no relationship 
between the size of audit firm and the timeliness of financial reporting in Indonesia.  
 
Adhi (2010) reported that the company's liquidity, financial leverage and the auditor's opinion 
were not associated with the timeliness of financial reporting, while the size of the company, the 
complexity of the company's operations, public ownership and size of the audit firm have a 
relationship to the timeliness of financial reports. 
 
As outlined above, many studies investigated the factors related to the timeliness of corporate 
financial reporting, including in the Indonesian context. Factors investigated in these studies 
include: company size (Dyer & McHugh, 1975; Davies & Whittred 1980; Chamber & Penman, 
1984; Atiase et al., 1988; Abdulla, 1996; Owusu-Ansah, 2000; Ahmed, 2003; Ismail & Chandler, 
2004), profitability (Courtis, 1976; Abdulla; 1996, Owusu-Ansah, 2000; Ahmed, 2003; Ismail & 
Chandler, 2004), industry classification (Courtis, 1976), firms’ fiscal year-ends (Garsombke, 
1981; Owusu-Ansah, 2000), current ratio and debt ratio (Garsombke, 1981), type of industry 
(Givoly & Palmon, 1982), type of news (Givoly & Palmon, 1982; Atiase et al., 1989), financial 
difficulties (Whittred & Zimmer, 1984), distributed dividends (Abdulla, 1996), change in auditor 
(Schwartz & Soo, 1996), complexity of the company’s operation and company age (Owusu-
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Ansah, 2000), type of account (annual/parent or consolidated/group account) and audit opinions 
(Soltani, 2002), audit firm size (Ahmed, 2003), growth and capital structure (Ismail & Chandler, 
2004), basic investors, litigation costs, accounting complexity, and bad news reporting 
(Sengupta, 2004), audit firm type, audit fees, number of comments in the audit report, presence 
of extraordinary items, and the expression of uncertainty in the audit report (Leventis et 
al.,2005), corporation operation size (Nour & Al-Fadel, 2006), leverage (Al-Ajmi, 2008; Aubert, 
2009), government regulations (Al-Ajmi, 2008), discretionary accruals (Aubert, 2009), and 
corporate governance (Akle, 2011).  
 
Some studies reported contradictory results and there are no studies to confirm prior findings, 
hence the present study re-examines many of the variables. These variables include the 
complexity of a company’s operation (Owusu-Ansah, 2000), company’s performance (Dyer and 
McHugh, 1975; Givoly & Palmon, 1982), company’s leverage (Owusu-Ansah, 2000), 
company’s audit opinion (Ahmad & Kamarudin, 2003), company’s earning management (Boritz 
& Liu, 2006; Aubert, 2009), audit firm size (Gilling, 1977; De Angelo, 1981). In addition to re-
examining these variables, the present study contributes by investigating specific factors unique 
to Indonesia, including IFRS adoption and implementation, tax audit and the calculation of 
retirement benefit plans by an independent actuary. The next section outlines determinants of 
audit timeliness. Investigating audit timeliness is significant since it is related to the timely 
submission of financial reports.  
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The table below summarizes the previous studies of the determinants of reporting delay: 
 
Table 2.1 Summary of factors related to corporate financial statements’ delay 
Determinants or factors of 
financial reporting lag 
 
References 
Company size Dyer and McHugh (1975), Courtis (1976), Owusu-Ansah 
(2000), Ezat and El-Masry (2008), Wirakusuma (2004), Evanori 
and Rusdi (2005), Oktorina and Suharli (2005), Almilia and 
Setiady (2006), Adhi (2010) 
Financial year-end Dyer and McHugh (1975), Garsombke (1981), Owusu-Ansah 
(2000) 
Financial distress Whittred and Zimmer (1984) 
Good or bad news Garsombke (1981), Givoly and Palmon (1982), Leventis and 
Weetman (2004) 
Type of industry Courtis (1976), Givoly and Palmon (1982), Ezat and El-Masry 
(2008) 
Audit firm size/type Gilling (1977), Owusu-Ansah and Leventis (2006), Davies and 
Whittred (1980), Ezat and El-Masry (2008), Anissa (2004), 
Oktorina and Suharli (2005), Hilmi and Ali (2008), Adhi (2010) 
Company 
performance/profitability 
Gilling (1977), Givoly and Palmon (1982). Leventis and 
Weetman (2004), Dogan et al. (2007), Naim (1999), Respati 
(2001) , Iskandar (2003), Hilmi and Ali (2008),  
Gunarsih and Hartadi (2008) 
Audit opinion Carslaw and Kaplan (1991), Schwartz and Soo (1996), 
Wirakusuma (2004), Meiden (2007), Anissa (2004) 
Auditor changes Schwartz and Soo (1996) 
Extraordinary items Schwartz and Soo (1996), Saleh (2004), Saleh and Susilowati 
(2004) 
Probability of bankruptcy Lai and Cheuk (2005), Walker and Hay (2006) 
Complexity of operation Owusu-Ansah (2000), Adhi (2010) 
Debt ratio Owusu-Ansah (2000), Wirakusuma (2004),  
Ownership structure Ezat and El-Masry (2008), Respati (2001), Harnida (2005), 
Evanori and Rusdi (2005), Oktorina and Suharli (2005), Hilmi 
and Ali (2008), Adhi (2010) 
Liquidity Ezat and El-Masry (2008), Hilmi and Ali (2008) 
Accounting standards McGee (2009) 
Internal audit existence Wirakusuma (2004) 
Company age Almilia and Setiady (2006) 
Coorporate governance Gunarsih and Hartadi (2008), (Akle, 2011) 
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2.2.3 Studies Investigating Factors Related to Audit Report Timeliness  
The process and time taken to audit financial statements affect the timeliness of financial 
statements’ submission/publication. Hence, the issue of audit lag needs investigation (Ashton et 
al., 1987; Carslaw & Kaplan, 1991; Johnson, 1998). Previous studies have provided some 
empirical evidence about factors related to audit lag, including the characteristics of the auditor 
and the audit process (Ashton et al., 1987; Ashton et al., 1989; Newton & Ashton, 1989).  
 
The length of time taken to complete an audit from the date of the financial year closing to the 
date of issuance of the audit report is referred to as audit lag (Ashton et al., 1987; Carslaw & 
Kaplan, 1991; Lawrence & Bryan, 1998). Previous studies investigated the status of audit lag in 
many countries. The findings can be attributed to the differences in capital market regulations 
across countries (Schwartz & Soo, 1996; Al-Ajmi, 2008; Conover et al., 2008). In Canada the 
audit lag was reported variously as 62.5 days (Ashton et al., 1987), 51 to 53 days in Canada 
(Ashton et al., 1989) and 42 days in Canada (Knechel & Payne, 2001; Cullinan, 2003), in 
Australia between 79 and 94 days (Simnett et al., 1995), 62.53 days in the United States (Ashton 
et al., 1987), 40 days in the United States (Bamber et al., 1993), and 50 to 68 days in the United 
States (Kinney & McDaniel, 1993). It is concerning to note that the audit lag has increased in 
New Zealand over time, with 87 to 95 days of delay in the year 1987, as reported by Carslaw and 
Kaplan (1991). In Hong Kong, Ng and Tai (1994) found that the average audit report lag was 
109 days in the year 1991 and, in a further study, Jaggi and Tsui (1999) reported a delay of 105 
to 106 days. In the Malaysian context, a South-East Asian developing country, Che-Ahmad and 
Abidin (2008) reported an average audit delay of 114 days. 
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In the Indonesian context, most of the previous studies reported increases in audit lag over time. 
Research conducted by Halim (2000) reported an average audit delay of 84.45 days in the year 
1997, whereas the study by Hanipah (2001) reported a delay of 89.96 days. The study by Subekti 
and Widiyanti (2004) reported an average audit delay of 98.38 days in the year 2001. These 
results are relatively longer when compared with Ashton et al.’s result (1987) which was only 
62.53 days.  
 
Many studies investigated the factors related to audit lags. Factors reported in these studies 
include: the size of the company and the industry classification (Ashton et al., 1989; Ahmad & 
Kamarudin, 2003), a qualified audit opinion (Whittred, 1980), the size of the company, 
operational complexity, the quality of internal controls (Ashton et al., 1987), size of the company 
and the proportion of debt to asset reflecting the company’s losses (Carslaw & Kaplan, 1991), 
audit fees and fees of non-audit services (Simunic, 1980; Palmrose, 1986) and the financial 
conditions (Bamber et al., 1993; Schwartz & Soo, 1996; Jaggi & Tsui, 1999), audit firm size, 
industry classification, the existence of exceptional items, net income (Ashton et al., 1989), 
structure audit technology (Newton & Ashton, 1989), the amount of audit work required, 
incentives, and audit approach (Bamber et al., 1993), correction of previously reported interim 
earnings (Kinney & McDaniel, 1993), financial condition and structured/unstructured audit 
approach (Jaggi & Tsui, 1999), audit effort, the existence of contentious issues of tax, and 
auditing staff experience (Knechel & Payne, 2001), lack of human resources (Behn et al., 2006), 
internal control weaknesses (Ettredge et al., 2006), regulation and the size of the company 
(Bonson-Ponte et al., 2008), auditor term in office (Lee et al., 2009), voluntary and involuntary 
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auditor changes (Tanyi et al., 2010) and industry specialization and audit firm size (Habib & 
Bhuiyan, 2011). 
 
In the early 1980s, Davies and Whittred (1980) conducted a study to investigate the determinants 
of audit report delays in Australia. Using a sample of 100 listed Australian companies from 1972 
to 1977, they found the average of the audit delay amounted to 62 days. The authors reported 
that the significant variable associated with the audit lag was the company size, with small firms 
having longer delays than larger firms. Twenty-five years later, similar to Davies and Whittred, 
Simnett et al. (1995) studied the factors related to audit report lag in Australia. With the sample 
of financial reports from listed companies in Australia from 1981 to 1989, the authors found that 
the average audit delay was between 79 and 94 days. They reported that the previous year’s audit 
lag was a significant variable associated with audit report delay. Other explanatory variables 
included a qualified opinion and busy season at year-end. 
 
Ashton et al. (1987) examined the relationship between an extensive range of variables in 488 
companies in Canada, including: total revenue, the complexity of the company, type of industry, 
the type of company (listed/public or non-listed/non-public company), the closing months of the 
fiscal year, the quality of internal control systems, operational complexity, financial complexity, 
the complexity of financial reporting, electronic data processing, the relative mix between time 
checks on the interim and year-end, duration with the auditor, the amount of income, level of 
profitability, the type of opinion and audit delays The results reported that the average time 
interval between the closing date of the financial year and the date of the audit report was 62.5 
days, with the significant variables related to a longer audit delay being: qualified audit opinion, 
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industry belonging, non-listed/over the counter company, the financial year closing in a month 
other than December, weak internal audit and electronic data processing, operational complexity 
and mix of audit process work that is interim and final. They found that listed companies 
reported earlier, companies with high operational complexity reported later, and companies with 
mixed audit reports (interim and final audit process) reported later. Consistent with other studies, 
Ashton et al. (1987) reported that the audit delay was shorter for companies audited by relatively 
larger firms.   
 
Ashton et al. (1989) reported that the size of the company, operational complexity and quality of 
internal controls were related to audit delays. Carslaw and Kaplan (1991) investigated the 
relationship between size of company, type of industry, reported profit or loss, existence of 
extraordinary items, audit opinion, company year-end, ownership structure, debt proportion and 
audit lag of a sample of New Zealand companies. Their study reported relationships between 
company size, reporting of profit/loss and audit lag, that is, larger firms and firms earning profits 
had lesser audit lag compared to smaller firms and firms reporting losses. The authors reported 
an increase in average audit lag between 1987 and 1988, that is, 95 days in the year 1988 
compared to 88 days in 1987.  
 
Carslaw and Kaplan (1991) extended a prior study of audit delay in New Zealand. The authors 
found the average audit report lag was between 87 and 95 days in a sample of New Zealand 
companies during 1987 and 1988. The authors reported that company size and profitability were 
associated with the audit delay in the two years examined. Carslaw and Kaplan (1991) found that 
companies that had a strong internal control function, required relatively shorter time for the 
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auditor to perform substantive tests, thus speeding up the process of auditing the financial 
statements (minimising audit delays) and minimising the delay in the announcement of the 
audited financial statements to the public (timeliness). The reason behind this relationship is that 
an internal auditor performs an independent appraisal function including inspection and 
assessment of the control, performance, risk and governance. Internal auditors act as barriers to 
fraud and contribute towards a strong internal control structure.  
 
Ashton et al. (1987) and Carslaw and Kaplan (1991) all reported a negative relationship between 
the profit/loss and audit delay. This finding means audit delays were longer in companies 
reporting a loss compared to those reporting a profit. Carslaw and Kaplan (1991) stated that a 
company reporting a loss would ask the auditor to delay audit, whereas companies reporting 
profit would ask the auditor to immediately complete the audit to convey the good news. 
 
Bamber et al. (1993) studied the timeliness of audit reports in the US during the period 1983 to 
1985. The authors reported an average audit report lag of 40 days. The authors also found that 
the structure of the audit approach was associated with audit report delay. The results of the 
study found that the more extensive the audit structure, the longer the audit lag. 
 
In another study, Kinney and McDaniel (1993) examined audit report delay in the USA. The 
authors extended the previous study by introducing a new variable, internal control quality. By 
using US firms from 1986 to 1988, the authors reported that the average audit report lag was 50 
to 60 days. The study found corrections between previously reported interim earnings and audit 
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report delay, that is, companies requiring correction of quarterly earnings had shorter audit report 
lags. 
 
Knechel and Payne (2001) observed audit report lag in Canada in the 2000s. The authors used a 
sample of Canadian firms with international auditors and found that the average audit report 
delay was 42 days. The authors reported that the incremental audit effort, tax issues and audit 
staff were determinants of audit report timeliness. Similarly, Cullinan (2003) examined audit lag 
in US companies in the financial industry using mutual fund firms as study samples. The authors 
reported that the average audit report lag was 33.5 days. The author reported that the total assets 
of the companies were associated with the audit delay, that is, companies with higher total assets 
had longer audit delays. 
 
Ng and Tai (1994) investigated audit delay in Hong Kong in the 1990s. The authors found that 
the average audit report lag was 109 days, with company size the significant factor of the delay. 
The authors reported that both small firms and firms with high numbers of subsidiaries produced 
longer audit lags. Five years later, Jaggi and Tsui (1999) examined the audit report lag using 393 
companies in Hong Kong. The authors found that the average audit delay was 105 to 106 days, 
with the significant factors associated with the delay being family ownership and audit firm size. 
The authors found both larger firms and firms with higher numbers of subsidiaries had shorter 
audit delays. 
 
In an emerging country context, Hossain and Taylor (1998) investigated factors related to audit 
lag of companies listed in Pakistan. They conducted research on public companies in Pakistan, 
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using a sample of 103 companies listed on the Karachi Stock Exchange in 1993. The variables 
used were the size of the company, debt-to-equity ratio, the reported profit/loss, the company's 
subsidiaries, multinational corporations and auditors. The study found that the subsidiaries of 
multinational companies produced shorter audit lags than other listed companies in Pakistan. The 
authors reported that the subsidiaries of multinational companies tended to start and finish the 
audit reports faster than domestic companies in Pakistan.  
 
Mohamad-Nor et al. (2010) examined the factors related to audit lag in a sample of companies 
listed on the Kuala Lumpur Stock Exchange (KLSE) in Malaysia relating to annual financial 
statements for the financial year ended 2002. The authors reported that higher levels of activity 
and the larger size of audit committee boards in the company were related to reduction in the 
audit report lag. In a later study, Shukeri and Islam (2012) investigated the factors related to the 
timeliness of financial reporting in Malaysia. The authors reported that the size of the audit 
committee, the number of audit committee meetings, the type of audit firm, the auditor's opinion, 
total assets, and the company’s performance were related to audit lag. On the contrary, their 
study found no evidence to support the relationship of the independence of the board of directors, 
auditor qualification and audit lag. 
 
Another factor studied in the Malaysian context is the relationship between industry type, 
complexity of the company’s operation, company size, company’s income, extraordinary items, 
audit opinion, audit firm, year-end financial period, risk, and audit lag. Ahmad and Kamarudin 
(2003) reported that audit lag in companies belonging to a non-financial sector was higher by 15 
days compared to companies belonging to the financial sector. The reason attributed to this 
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difference is that companies in the financial sector have neither an inventory account nor 
transaction accounts, resulting in a faster audit process. The authors also reported that companies 
with a qualified audit opinion, which were audited by non Big Five audit firms, with other than 
31 December as financial year-end, had incurred negative earnings and had higher risk, had a 
longer audit delay. 
 
In the Indonesian context, Halim (2000) conducted a study on audit lag using a sample of 287 
companies listed on the IDX in the year 1997. The author reported that there was more audit lag 
if a company used the financial year-end December 31, were long-term clients of the auditor and 
had reported a loss. The average audit lag of companies was 84.5 days. These results were in line 
with the research of Subekti and Widiyanti (2004) which found no relationship between 
company size and audit delay, but found that lower profitability led to longer audit delays. 
 
Utami (2006) and Iskandar and Trisnawati (2010) reported that the profit/loss had a positive 
association on audit delay in the Indonesian context, which means that the companies that 
announced losses experienced a longer audit lag compared with companies that reported a profit. 
Similarly, Kartika (2009) reported that the profit/loss negatively related to audit delay, meaning 
companies that reported profit completed the audit process faster than companies that suffered 
losses. 
 
Subekti and Widiyanti (2004), Utami (2006), and Petronila (2007) reported that the audit opinion 
positively related to audit delay in Indonesian companies, which means there were relatively 
long audit delays in companies that received a qualified opinion. This is in contrast to results 
reported by Kartika (2009), that the audit opinion negatively related to audit delay, meaning 
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companies with a qualified opinion experienced lesser delays compared to those with non-
qualified opinions. Iskandar and Trisnawati (2010) reported no relationship between audit 
opinion and audit lag.  
 
Another factor studied in the Indonesian context by Subekti and Widiyanti (2004), Rachmawati 
(2008) and Iskandar and Trisnawati (2010), namely, audit firm size showed that it was negatively 
related to audit delays. Companies that used the services of the Big Four audit firms experienced 
shorter delays. On the other hand, Utami (2006) and Kartika (2009) reported no relationship 
between audit firm size and audit delays. 
 
Among manufacturing companies in Indonesia, Hanipah (2001) reported that size of the 
company was related to audit lag, that is, larger companies had longer audit lags than smaller 
ones. Furthermore, the study also found that companies that received a qualified opinion and 
companies with lower profitability, or those which incurred losses, had longer audit delays. 
Other factors reported to be associated with audit lag in Indonesia include: profitability (Subekti 
& Widiyanti, 2004), type of industry (Haron et al., 2006) and existence of internal audit division 
(Rachmawati, 2008). Parwati and Suhardjo’s (2009) study found that there are only three 
variables: the type of industry, profitability and the size of the audit firm that were related to the 
audit report lag, while four other variables – profit/loss, the auditor's opinion, the size of the 
company and solvency – were not associated with audit report lag. Wijaya (2012) examined the 
role of the audit committee in ensuring the company's financial reporting. The research results 
showed that the number of audit committee members and their competence had an impact on 
reducing audit report lag, while the independence of the audit committee and audit committee 
meetings were not related to audit lag.  
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Overall, this section outlined previous studies on the determinants of audit report lag across the 
world, in emerging economies and studies in Indonesia. These studies reported association 
between: company’s performance (Dyer & McHugh, 1975; Givoly and Palmon, 1982), audit 
firm type (DeAngelo, 1981), audit firm size, industry classification, the existence of exceptional 
items, net income (Ashton et al., 1989), audit technology (Newton & Ashton, 1989), the amount 
of audit work required, the incentives to deliver more timely reports, and the extent of the use of 
a structured audit approach (Bamber et al., 1993), correction of previously reported interim 
earnings (Kinney & McDaniel,1993), the time of auditors change (Schwartz & Soo, 1996), 
financial condition and structured/unstructured audit approach (Jaggi & Tsui, 1999), complexity 
of the company’s operation and leverage (Owusu-Ansah, 2000), audit effort, the existence of 
contentious tax issues, and auditing staff experience (Knechel & Payne, 2001), a company’s 
audit opinion (Ahmad & Kamarudin, 2003), audit firm type, audit fees, the number of comments 
in the audit report, the presence of extraordinary items, the expression of uncertainty in the audit 
report (Leventis et al., 2005), lack of sufficient personnel resources (Behn et al., 2006), material 
weaknesses in internal control (Ettredge et al., 2006), regulatory pressure and the size of the 
company (Bonson-Ponte et al., 2008), company’s earning management (Boritz & Liu, 2006; 
Aubert, 2009), the term of office of the auditor (Lee et al., 2009), voluntary and involuntary 
auditor changes (Tanyi et al., 2010), industry specialization, type of audit firm (Habib & 
Bhuiyan, 2011) and audit lag. However, there are contradictory findings in existing studies. For 
example, Ashton et al. (1989), Newton and Ashton (1989), Bamber et al. (1993) and Soltani 
(2002) reported that qualified audit opinions led to more audit lag compared to unqualified ones, 
and then on the contrary, Newton and Ashton (1989), Bamber et al. (1993), Soltani (2002) and 
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Jaggi and Tsui (1999) reported that companies with qualified audit opinions had lesser lag 
compared to those with qualified ones.  
 
Considering the significance of audit issues, and especially since the existence of contentious tax 
issues determine audit report lag (Knechel and Payne, 2001 and Krishnan and Yang, 2009), the 
present study includes tax audit as one of the factors to be investigated in relation to financial 
reporting timeliness. 
 
In summary, audit report delays are not only due to the length of time taken to prepare the 
financial statements by management but also because of the increased audit risks that lead to 
more audit time and effort. While audit reporting delay is one reason for delay in submission of 
financial statements, the present thesis also examines whether other factors such as retirement 
benefit plans and tax audits also contribute to the reporting lag. The table below summarizes the 
previous studies of the determinants of audit delay: 
 
Table 2.2 Summary of Factors Related to Audit Report Delay 
 
Determinants or factors of  
audit report lag 
 
References 
Company size Ashton et al (1989), Carslaw and Kaplan (1991), Ahmad & 
Kamarudin  (2003), Cullinan (2003), Ng and Tai (1994), 
Hossain and Taylor (1998), Hanipah (2001) 
Audit opinion Whittred (1980), Ashton et al. (1987), Simnett et al. (1995), 
Shukeri and Islam (2012), Ahmad and Kamarudin (2003), 
Subekti and Widiyanti (2004), Utami (2006), Petronila 
(2007) 
Type of industry Ashton et al. (1987), Hossain and Taylor (1998), Ahmad and 
Kamarudin (2003) 
Listed/non-listed companies Ashton et al. (1987) 
Financial year-end Ashton et al. (1987) 
 52 
 
Internal audit weakness Ashton et al. (1987), Carslaw and Kaplan (1991) 
Complexity of operational Ashton et al. (1987), Hossain and Taylor (1998), Mohamad-
Nor et al. (2010) 
Mix audit process  
(interim and final) 
Ashton et al. (1987) 
Company 
performance/profitability 
Ashton et al. (1987), Carslaw and Kaplan (1991), Hossain 
and Taylor (1998), Ahmad and Kamarudin (2003), Halim 
(2000), Subekti and Widiyanti (2004), Utami (2006), 
Iskandar and Trisnawati (2010), Kartika (2009) 
Internal control Carslaw and Kaplan (1991), Kinney and McDaniel (1993) 
Audit approach/structure Bamber et al. (1993), Knechel and Payne (2001) 
Tax issues Knechel and Payne (2001) 
Audit staffing Knechel and Payne (2001) 
Audit firm size Ng and Tai (1994), Hossain and Taylor (1998), Shukeri and 
Islam (2012), Ahmad and Kamarudin (2003), Subekti and 
Widiyanti (2004), Rachmawati (2008), Iskandar and 
Trisnawati (2010) 
Ownership structure Ng and Tai (1994) 
Audit committee  Mohamad-Nor et al. (2010), Shukeri and Islam (2012) 
 
2.3 Conclusion 
This chapter outlines prior studies on timeliness of financial reporting including: status, factors 
related to timeliness and factors related to audit lag. The review places the current research in the 
context of available studies and delineates its contribution.  
 
None of the studies in Indonesia was longitudinal or included the time period under 
investigation. The time period is, however, significant since the IFRS were adopted in Indonesia 
from 1st January 2012. This creates a unique context in Indonesia. In addition, factors unique to 
Indonesia include tax audits and the calculation of retirement benefit plans, which are 
investigated in the present study.  
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CHAPTER 3: COUNTRY CONTEXT-INDONESIA 
 
 
3.1 Introduction 
This chapter outlines the country profile of Indonesia including its societal, organisational, 
professional, individual and accounting environment. The chapter adopts the framework of 
Gernon and Wallace (1995) to delineate the country context of Indonesia. The chapter further 
outlines the context and setting of the present study. 
 
The chapter adopts the framework of Gernon and Wallace (1995) to delineate the country 
context of Indonesia and Hofstede and Hofstede (2005) to understand cultural constructs. This 
then explains the cultural and accounting context in which firms in Indonesia operate. Gernon 
and Wallace (1995) suggested that accounting institutions and practices should be related to their 
respective environment and therefore an appreciation of the country context of Indonesia is 
important to be discussed for the study. The framework proposed by Gernon and Wallace (1995) 
asssits in a detailed discussion of the country profile of Indonesia and also suitable to help in 
outlining the association between each environment and its relationship to the accounting 
function in Indonesia. This is important because by understanding the country characteristics of 
Indonesia including all regulation related to financial reporting process, a contextual explanation 
of the setting of this study can be provided.  
 
The next section outlines the societal environment of Indonesia including cultural and non-
cultural aspects. Section 3.3 delineates the organisational environment followed by an outline of 
the professional environment in section 3.4, the individual environment in section 3.5 and the 
accounting environment in section 3.6. Finally, section 3.7 concludes the discussion.  
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3.2 Societal Environment 
According to Gernon and Wallace (1995), the social environment includes cultural and non-
cultural aspects. The non-cultural aspects are categorised into demographic and structural.  
 
3.2.1 Cultural Elements 
One of the elements that affects the accounting system is a cultural element. Takatera and 
Yamamoto (1987) define culture as an expression of the norms, values and customs that reflect 
the characteristics of typical behaviour. Hofstede (1991, pg. 5) defines culture as "the collective 
programming of the mind which distinguishes the members of one group or category of people, 
who share the same social and cultural environment, from another". 
 
In the 1970s, Hofstede conducted comprehensive research of the culture of more than fifty 
countries (Hofstede, 1997; Hofstede & Hofstede, 2005). The author distinguishes eight separate 
cultures: Occidentals (West), Muslim, Japanese, Hindu, Confucian, Slavic, African, and Latin 
American. Hofstede's research produced four cultural dimensions, namely, large versus small 
power distance; strong versus weak uncertainty avoidance; individualism versus collectivism; 
and masculinity versus femininity. The author argued that the differences in institutional 
practices between societies can be explained by the differences in those four dimensions which 
reflect the cultural orientation of a country. In 1988, Hofstede included a fifth dimension, 
namely, the short-term/long-term orientation based on the study of values prevailing in China 
(Hofstede & Hofstede, 2005). Hofstede’s cultural values framework outlines culture across 
countries in multiple dimensions. Following this framework, the next sections outline the culture 
of Indonesia.  
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3.2.1.1 Large versus Small Power Distance 
According to Hofstede and Hofstede (2005), ‘power distance’ refers to the level of acceptance by 
members of the society that power is unevenly distributed. Societies characterised by large 
power distance accept a hierarchy in which every individual has a place, whereas, in societies 
where such a hierarchy is lesser or non-existent, they are characterised by smaller power-
distance. 
 
Indonesia has a high power distance with an index of 78 (Hofstede & Hofstede, 2005). 
According to Hofstede and Hofstede’s (2005) findings, the Indonesian people believe in the 
hierarchy of the social system, the differences in the rights and powers between supervisors and 
subordinates, as well as attaching seniority and respect to older people, directive leadership and 
high management control. The power system in Indonesia is centralized and adherence to the 
leadership is absolute. The communication system in Indonesia is indirect and negative feedback 
to a superior is avoided. Employees who live in countries with high power distance have a 
greater preference for leaders who direct tasks to them. However, results report a decrease in the 
power distance in Indonesia over the years due to the advancements in technology, the economy, 
and education (Ramadhan & Syarifudin, 2012). According to the relationship of accounting 
values suggested by Gray (1988), and the cultural value of ‘power distance’ outlined by Hofstede 
and Hofstede (2005
4
), the accounting values in Indonesia are characterised by low 
professionalism
5
, high uniformity
6
 and high secrecy
7
. This large power distance in the 
                                               
4 Hofstede’s cultural value framework was initially published in 1980. 
5 A preference for the exercise of individual professional judgement and the maintenance of professional self-regulation as 
opposed to compliance with prescriptive legal requirements and statutory control (Gray, 1988, p. 8). 
6 A preference for the enforcement of uniform accounting practices between companies and the consistent use of such practices 
over time, as opposed to flexibility in accordance with the perceived circumstances of individual companies (Gray, 1988, p. 8). 
7 A preference for confidentiality and the restriction of disclosure of information about the business only to those who are closely 
involved with its management and financing, as opposed to a more transparent, open and publicly accountable approach (Gray, 
1988, p. 8). 
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Indonesian culture is likely to pose challenges with regard to compliance with IFRS in Indonesia 
(Heniwati, 2014). 
 
3.2.1.2 Individualism versus Collectivism 
According to Hofstede and Hofstede (2005), ‘individualism’ refers to the relationship between 
individuals in a society. In an individualistic society, members are expected to take care of 
themselves and their immediate families, whereas in collectivist societies, members are expected 
to take care of each other. 
 
Collective societies are characterised by bonds of friendship, family and colleagues (Hall & Hall, 
1990). Many Southeast Asian countries, including Indonesia, are classified as having collective 
societies (Hofstede, 1980; Merchant & Van der Stede, 2003).  
 
Indonesia is a country with low levels of individualism (Hofstede & Hofstede, 2005). According 
to Hofstede and Hofstede’s (2005) study, the people of Indonesia think of themselves as part of a 
group, and Indonesian society gives high priority to the interests of the group. The observation of 
Schuetzendorf (1989), cited in Ruky (2002), with regard to collectivism in Indonesia showed a 
tendency of group members to support each other (termed as mutual-help or ‘gotong-royong’) 
whereby the group members receive the protection of other members. Rahardjo (1994) explained 
that one of the main principles of the indigenous feature of organisation in Indonesia is ‘gotong-
royong’ or ‘all work should be accomplished in a spirit of togetherness’ (Rahardjo, 1994, p. 
495). Furthermore, McLennan (1980) stated that the concept of the Indonesian way of life is 
‘musyawarah mufakat’ or consensus through decision-making. These unique characteristics of 
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the Indonesian culture are fundamental in organisations. However, over the years the Indonesian 
society has increasingly become individualistic though the level is still low (Ramadhan & 
Syarifudin, 2012). According to Gray’s accounting values (Gray, 1988) and Hofstede’s cultural 
dimensions (Hofstede & Hofstede, 2005), since Indonesia scores low in individualism, the 
accounting values in Indonesia can be characterised by low professionalism
8
, high uniformity
9
, 
high conservatism
10
 and high secrecy
11
. Therefore, the low individualism level, as an identified 
feature of the culture of Indonesia, is likely to cause challenges in compliance with IFRS 
requirements and disclosures in Indonesia (Heniwati, 2014). 
 
3.2.1.3 Masculinity versus Femininity 
According to Hofstede and Hofstede (2005), ‘masculinity’ is a choice in society to emphasize 
achievement, heroism, assertiveness and material success. On the other hand, ‘femininity’ refers 
to society’s preference to focus on relationships, simplicity, caring for the weak and quality of 
life. The fundamental issue of this dimension is the way communities allocate social rules based 
on gender (Hofstede & Hofstede, 2005).  
 
Indonesia has a score of 46 on this dimension, which means Indonesia is low on the masculinity 
dimension (Hofstede & Hofstede, 2005). Indonesia has a masculinity dimension score lower than 
other Asian countries like Japan, China and India. According to Hofstede and Hofstede (2005), 
status and symbols of success are important but not always connected to a sense of achievement 
                                               
8 A preference for the exercise of individual professional judgement and the maintenance of professional self-regulation, as 
opposed to compliance with prescriptive legal requirements and statutory control (Gray, 1988, p. 8). 
9 A preference for the enforcement of uniform accounting practices between companies and the consistent use of such practices 
over time, as opposed to flexibility in accordance with the perceived circumstances of individual companies (Gray, 1988, p. 8). 
10 A preference for a cautious approach to measurement so as to cope with the uncertainty of future events, as opposed to a more 
optimistic, risk-taking approach (Gray, 1988, p. 8). 
11 A preference for confidentiality and the restriction of disclosure of information about the business only to those who are 
closely involved with its management and financing, as opposed to a more transparent, open and publicly accountable approach 
(Gray, 1988, p. 8). 
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in Indonesia. Leaders emphasize the importance of consensus, solidarity, and quality of life in 
the workplace. Conflicts are resolved by compromise and negotiation. Incentives such as free 
time and flexibility are much preferred. The focus is on the quality of life. Effective leadership in 
Indonesia is leadership which always provide support. Results have shown that masculinity in 
Indonesia has experienced a downward trend over the years (Ramadhan & Syarifudin, 2012). 
Based on the relationship between Gray’s accounting dimensions (Gray, 1988) and Hofstede’s 
cultural value dimensions (Hofstede & Hofstede, 2005), Indonesia’s low masculinity score leads 
to Indonesia being characterised as high in conservatism
12
 and high in secrecy
13
.  
 
3.2.1.4 Strong versus Weak Uncertainty Avoidance 
According to Hofstede and Hofstede (2005), ‘uncertainty avoidance’ refers to the feeling of 
comfort with uncertainty and ambiguity. Strong uncertainty avoidance societies have rigid rules 
of belief and habit and minimal tolerance for irregularities. On the contrary, weak uncertainty 
avoidance societies are more relaxed and tend towards principles rather than rules and provide 
more opportunities for deviations. The main issues of this dimension are how people react to the 
fact that time runs only in one direction and that the future is unknown, and whether they should 
try to organize the future or just let the future happen (Hofstede & Bond, 1984; 1988). 
 
Indonesia’s index score of 48 for uncertainty avoidance is relatively low when compared to the 
average of countries world-wide (Hofstede & Hofstede, 2005). According to Hofstede and 
Hofstede (2005), this score places Indonesia at a low to medium level of uncertainty avoidance, 
                                               
12 A preference for a cautious approach to measurement so as to cope with the uncertainty of future events as opposed to a more 
optimistic, risk-taking approach (Gray, 1988, p. 8). 
13 A preference for confidentiality and the restriction of disclosure of information about the business only to those who are 
closely involved with its management and financing, as opposed to a more transparent, open and publicly accountable approach 
(Gray, 1988, p. 8). 
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and indicates that Indonesian people do not always express such feelings as disappointment and 
disagreement because they like to maintain harmonious relationships. Another related aspect is 
that Indonesians do not prefer direct communication at the time of conflict. Usually conflict is 
resolved by the involvement of a third party. The term ‘as long as the boss is happy’ is a value 
held by Indonesian society and indicates an uncertainty minimisation strategy. Relating the 
accounting values of Gray (1988) to this cultural value dimension suggests high uniformity, high 
conservatism and high secrecy as the accounting values of Indonesia. With regard to 
‘professionalism’ the relationship shows a ‘high’ score, while considering other value 
dimensions it is ‘low.’ 
 
3.2.1.5 Short-Term Orientation versus Long-Term Orientation 
According to Hofstede and Hofstede (2005), ‘short-term orientation’ refers to focussing on the 
present as opposed to the future. This often leads to low savings rates, low investment, a focus on 
obtaining results fast, and respect for traditions, social norms and the status quo. On the contrary, 
‘long-term orientation’ focusses on the future resulting in changing traditions to suit the 
present/future, focussing on savings for the future, more investment and a focus on gradually 
achieving results (Hofstede & Bond, 1984; 1988). 
 
Hofstede and Hofstede (2005) assume that the value of cultural orientation rather than the aspect 
of time is significant in Indonesia. Gray (1988) did not attach scores to countries in this 
dimension. However, research shows that Indonesians tend towards short-term orientation 
though that is changing over time (Ramadhan & Syarifudin, 2012). The values and Indonesia's 
ranking in Hofstede’s cultural values are outlined in the table below: 
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Table 3.1 Values and Indonesia's Ranking in Hofstede’s Cultural Values 
Cultural 
dimensions 
Value 
Indonesia 
Ranked 
Indonesia 
 
Meaning
14
 
Power distance 78 8 to 9 High power distance  
Individualism 14 47 to 48 Low Individualism 
Masculinity 46 30 to 31 Low  Masculinity 
Uncertainty 
avoidance 
48 41 to 42 Low uncertainty avoidance 
(Source: Hofstede, 1997, Hofstede & Hofstede, 2005, and  
http://geert-hofstede.com/indonesia.html, retrieved June 2016) 
 
Effect of cultural values on the accounting environment of Indonesia 
Following Hofstede (1997), Indonesia is characterised by low individualism; high power 
distance; low uncertainty avoidance and low masculinity. 
 
In general, the conditions of the people in Indonesia still show a wide range of power distance 
and many aspects of life are perceived to be under the control of the government. Development 
of accounting standards is still dependent on government policies and initiatives. Individualism 
in Indonesia is low; people still tend to live in a very collectivist way. The combination of power 
distance and low individualism creates communities with low uncertainty avoidance, marked by 
weak law enforcement, the continuing dominance of the ruler, and a very strong tendency to 
want to maintain social harmony. On the other hand, conservatism tends to be low.  
 
                                               
14 The scale runs from 0-100 with 50 as a midlevel. The rule of thumb is that if a score is under 50 the culture scores relatively 
low on that scale, and if any score is over 50 the culture scores high on that scale (http://geert-hofstede.com/indonesia.html, 
retrieved June 2016). 
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The evolution in accounting is influenced by different environmental factors, where culture is the 
most important social factor (Noravesh et al., 2007). Chariri (2009) suggested that accounting 
practice in Indonesia are dominated not only by the cultural values inherent in Indonesia but also 
mostly by the technical problems. 
 
3.2.2 Non-Cultural Elements 
The non-cultural elements include demographic and structural. These are outlined as follows: 
 
3.2.2.1 Demographic Element 
The population of Indonesia is fourth in the world with a total population of 255.993.674 people, 
or approximately 3.5% of the total world population (Central Intelligence Agency, 2015). The 
Indonesian Central Statistics Agency, or Biro Pusat Statistik (BPS) reported that, based on a 
national census in 2015, the male population was 128.1 million, while the women had reached 
126.8 million.  
 
Religion in Indonesia plays an important role in public life. It is stated in the Indonesian national 
ideology, Pancasila: ‘Almighty God’, that some religions in Indonesia collectively influence the 
politics, economy and culture. According to the results of the 2010 census by BPS (2015), 
87.18% of Indonesia's population are Muslims, 6.96% Protestant, 2.9% Catholic, 1.69% Hindu, 
0.72% Buddhist, 0.05% Kong Hu Cu, 0.13% other religions, and 0.38% missed the census or 
were not asked. Although Indonesia is not an Islamic country, the principles of Islam indeed 
influence political policy (Sukma, 2003; Anwar, 2010). 
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According to Zeff (2002), the political nature of accounting standards setting has been identified 
as an attempt to forward self-interest, while Watts and Zimmerman (1986) identified it as an 
attempt to maximize the transfer of wealth. The political nature of accounting standards setting 
arises from lobbying. The lobbyists can often be categorised into various parties, for example, 
McLeay et al. (2000) outlined such groups as: the industry, auditors, and academics. In this 
context, the parties affected by the accounting standards were referred to as constituents. 
Constituents form a group to lobby for specific accounting standards or even lobby through the 
media, the government or the courts to make a claim for the application of specific regulations. If 
analyzed from three hypotheses using positive accounting theory (Watts & Zimmerman, 1986), 
potential lobbyists may include shareholders (bonus plan hypotheses), the creditors (debt 
covenant) and governments (political cost).  
 
One of the ways of influencing the accounting standards is by the submission of comments to 
exposure drafts. Studies show that lobbying efforts can produce a variety of outcomes such as the 
withdrawal of a standard (Scott, 2000; Hodges & Mellett, 2002). In Indonesia accounting 
standards, known as the Indonesian Statement of Financial Accounting Standard (ISFAS) or 
Pernyataan Standar Akuntansi Keuangan (PSAK) drafted by the Indonesian Financial 
Accounting Standards Board (IFASB) or Dewan Standar Akuntansi Keuangan (DSAK) through 
due process, include considering comments to exposure drafts.  
 
A survey reported the lack of comments received with regard to exposure drafts with only 4 
written comments to PSAK 8, PSAK 38, PSAK 51 and PSAK 57. Referring to the lack of 
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comments and the final standard in Indonesia suggests that the influence of lobbying by 
constituents in formulating PSAK is low (Sumarsana, 2013).  
 
3.2.2.2 Structural Element 
Choi et al. (1999) outlined that one of the environmental factors that is believed to have a direct 
and significant influence on the development of accounting is the country’s stage of economic 
development. The stage of economic development determines the type of business transactions 
carried out in the economy and business transactions, which necessitates specific accounting 
standards (Radebaugh & Gray, 1997; 2006). The economy influences government policy and 
often leads to difficulties in introducing the same accounting standards across countries (Choi et 
al., 1999). An example is when inflation distorts the historical cost accounting and affects the 
tendency of a country to implement changes to the accounting system. Another example is when 
an economy is changing from agricultural to manufacturing resulting in increases in depreciation 
(Radebaugh & Gray, 1997; 2006). Countries that still rely on an agricultural economy require 
accounting principles that differ from those in industrialized countries. In a farm-based country, 
the level of dependence on credit and long-term business contracts may still be low, so simple 
cash basis accounting is more useful than sophisticated accrual basis accounting (Choi et al., 
1999).  
 
Following studies by Siddik and Jensen (1984), Liang (1997), Soemarso (1995) and Diga and 
Yunus (1997), during the Dutch colonial era (1595-1945) in which the Dutch East Indies 
Company or Vereenigde Oost-Indische Compagnie (VOC) controlled trade in Indonesia, the 
Netherlands introduced accounting to Indonesia. The first accounting regulations were 
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introduced in Indonesia in 1642 by the Governor General of the Dutch East Indies Company. 
Following independence in 1945, in the years 1945 to 1966, Indonesia adopted a socialist 
approach dominated by the state. In 1958, all companies belonging to the Dutch citizens were 
withdrawn from Indonesia. At that time, Dutch and American accounting models introduced by 
American academy graduates started to be shared, and the Indonesian Institute of Accountants or 
Ikatan Akuntan Indonesia (IAI) was founded in 1957 to provide guidance and coordinate the 
activities of accountants (IAI, 2011). Between 1966 and 1998 the economy of Indonesia changed 
from a socialistic approach to capitalism. Foreign investment was encouraged and the laws for 
foreign investment were introduced in 1967. This led to the emergence of foreign companies 
resulting in the transfer of their knowledge and expertise, including in the area of accounting. In 
1973, IAI adopted a set of principles of accounting and auditing standards and a professional 
code of conduct. In 1995, international accounting standards commenced to be adopted. In the 
era of the Asian financial crisis (1997-1999), Indonesia faced high inflation rates that increased 
to 70% and the exchange rate of the Indonesian currency against foreign currency (USD) 
weakened to 700%. Some local banks closed or merged. This resulted in a tightening of financial 
reporting regulations. In the reform era (1999-present), Indonesia has experienced improved 
economic growth characterized by the growth of per capita income, economic stability and an 
annual economic growth of 5-7%, and increased foreign investment and privatization. Some 
state-owned enterprises became publicly-owned companies. In line with these changes, 
Indonesian accounting standards are increasing in number and IFRS are gradually being adopted. 
The initial announcement to adopt IFRS came in 2004 with a plan to converge with IFRS from 
the year 2008. This was later postponed until 2010 and then 2012. Extensive efforts were put into 
convergence in the years 2009 to 2012. However, Heniwati (2014) argues that since the main 
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sources of the legal system in Indonesia are Dutch colonial law, Islamic laws (Sharia) and the 
traditional laws of many ethnic and religious groups in Indonesia (tradition or adat), the concepts 
are often not the same as Anglo-Saxon ones. This difference may influence the compliance with 
IFRS requirements and disclosures in Indonesia. 
 
3.3 Organisational Environment 
According to Gernon and Wallace (1995), the organizational environment refers to 
organizational size, technology, complexity, culture and human and capital resources.  
 
Organisational environment is one of the factors expected to directly influence the development 
of accounting. Choi et al. (1999) suggested that the establishment of accounting policies by 
professional organizations in the private sector is more commonly practised in common law 
countries. Choi et al. (1999) argue that, in the absence of organized accounting professionalism 
and the resources of a local accounting authority in a country, the standards of other countries 
may be used to fill the gap. Nobes and Parker (1995) suggest that institutions that pay attention 
to the development and needs of the accounting profession are best suited to development of 
international accounting standards. Some of the organizations that contribute to the development 
of accounting standards include the capital market, the issuer, the Securities Company, Self 
Regulatory Organizations (SRO), as well as various other institutions. 
 
The economic system implemented in Indonesia can be perceived to be a combination of 
capitalism and socialism. The economic structure flows from the legal system in Indonesia. The 
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1945 Constitution Article 33, namely, the principle of economic democracy of the Indonesian 
Constitution, is considered the most important article that regulates Indonesia's economic system. 
 
The article establishes three aspects: (i) the economy is structured as a joint venture based on the 
principle of kinship; (ii) the branches of production which are important for the country and 
dominate the life of citizens should be state-controlled; and (iii) the land, water and natural 
resources should be controlled by the state. The Indonesian economic system is governed and 
directed by Pancasila, the Constitution of Indonesia introduced in 1945 and, in particular, Article 
33, and the Guidelines of State Policy. It states that: (i) free liberalism systems need to be 
avoided; (ii) the state should not play a dominant role in the economy; and (iii) monopoly power 
needs to be reduced.  
 
Foreign Direct Investment (FDI) has been allowed since 1967 following the introduction of 
policy in the form of the Foreign Investment Law. This policy attributes significance to FDI. 
Furthermore, a government regulation of 1994 reflects the more open attitude of the government 
towards FDI. One aspect that stands out is that FDI of 100% ownership is allowed. The Foreign 
Investment Law no. 25 of 2007 covers all the significant aspects such as service, coordination, 
facilities, rights and obligations of investors. 
 
Choi et al. (1999) describe one of the environmental factors believed to have a direct influence 
on the development of accounting as, among others, the organization's environment. In most 
common law countries, accounting standards are set by the private sector professional 
organizations. This allows the accounting standards to be more adaptive and innovative. Except 
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for the provision of a broad base, most accounting standards are not incorporated directly into the 
basic law. Common law accounting principles tend to emphasise economic substance over the 
legal form that emphasises code law accounting. For example, a lease under the common law 
rule is usually not capitalized but a lease under the general law can basically be capitalized if it 
becomes part of a property purchase (Choi et al., 1999). 
 
At least four milestones have been achieved in the development of financial accounting 
standards in Indonesia, which are as follows: (i) the issuance of the law of foreign investment in 
1967, which resulted in the emergence of foreign companies (foreign direct investment). 1973 
was the first time IAI successfully codified principles and accounting standards applicable in 
Indonesia (in a book titled “The Indonesian Accounting Principles or Prinsip Akuntansi 
Indonesia (PAI) 1973” that adopted US GAAP); (ii) following the introduction of capital 
markets in Indonesia (Jakarta Stock Exchange) in 1977, the PAI committee was fundamentally 
reshaped in 1984, and was codified in the book titled "Principles of Accounting Indonesia 1984", 
with the aim of adjusting the accounting rules to the stage of business development and most of 
the reference was also to US GAAP; (iii) as Indonesian trade developed with foreign countries, 
and with the signing of free trade agreements and with bodies across the world such as the North 
American Free Trade Agreement (NAFTA), the Association of South East Asian Nations 
(ASEAN) Federation of Accountants (AFA), the Asia-Pacific Economic Cooperation (APEC), 
the World Trade Organization (WTO), and the International Organization of Securities 
Commissions (IOSOC), the IAI further revised PAIs in 1984 which were codified in the book 
"Financial Accounting Standards or Standar Akuntansi Keuangan (SAK)” dated 1 October 1994. 
IAI commenced adopting International Accounting Standard Committee (IASC) standards as the 
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basis of Financial Accounting Standards applicable in Indonesia. Indonesia is a member of the 
International Federation of Accountants (IFAC) and is also a member of the WTO. Indonesia 
embraced IFRS and IAI supported the harmonization of accounting standards through the 
adoption and adaptation of International Accounting Standard (IAS) (Soedarjono, 1998); (iv) in 
the 2000s, the flow of FDI into Indonesia has increased to where, in the last 5 years, FDI in 
Indonesia has increased by almost 150% from IDR 53.6 trillion (equivalent to USD 5.9 billion) 
at the beginning of 2011, to IDR 120.4 trillion (equivalent to USD 9.6 billion) at the end of 2014. 
In line with the opening up of the Indonesian economy, the adoption of IFRS in Indonesia has 
also increased. In addition, the Financial Accounting Standards have been developed and revised 
rapidly since 1994 on an ongoing basis, either through improvement or the addition of new 
standards. Indonesia is part of IFAC and must comply with SMO (Statement Membership 
Obligations) which makes adoption of IFRS a requirement. In addition, IFRS convergence is 
also a result of the Indonesian government’s agreement with governments in the Group of 
Twenty
15
 (G20) Forum. At a meeting of G20 leaders in Washington, DC, on 15 November 2008, 
they agreed to: "Strengthening Transparency and Accountability" which later, on 2 April 2009 in 
London, resulted in an agreement for: Strengthening Financial Supervision and Regulation "to 
call on the accounting standard setters to work urgently with supervisors and regulators to 
improve standards on valuation and provisioning and achieve a single set of high-quality global 
accounting standards" (London Summit – Leaders’ Statement, 2 April 2009, p. 4). 
 
 
                                               
15 The G20 (or G-20 or Group of Twenty) is an international forum for the governments and central bank governors from 20 
major economies with the aim of studying, reviewing, and promoting high-level discussion of policy issues pertaining to the 
promotion of international financial stability and to address issues that go beyond the responsibilities of any one organizat ion. 
The members include 19 individual countries, namely, Argentina, Australia, Brazil, Canada, China, France, Germany, India, 
Indonesia, Italy, Japan, South Korea, Mexico, Russia, Saudi Arabia, South Africa, Turkey, United Kingdom and United States – 
along with the European Union (EU) (Retrieved from http://g20.org.tr/about-g20/). 
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3.4 Professional Environment 
According to Gernon and Wallace (1995), a professional environment refers to such aspects of 
the profession as education, training, registration, discipline, and ethics.  
 
Radebaugh and Gray (1997; 2006) argued that a professional environment is one of the factors 
that affects a company's accounting system. Moreover, Radebaugh and Gray (1997; 2006) 
explained the relationship between the factors mentioned above to the company's accounting 
system. For example, professional development opportunities and research affect implementation 
quality. The role of the accounting profession in setting standards and accounting rules is more 
prevalent in countries that have incorporated professional standards in the rules of the company, 
such as in the UK and the United States. Nobes and Parker (1995) explained that one of the 
factors that lead to important differences in the development of international accounting systems 
and practices is the steadiness of the accounting profession. According to Choi and Mueller 
(1998), one of the main forces that drives international accounting standards is the increasing 
internationalization of the accounting profession. 
 
The five elements of a professional environment in Indonesia are as follows: (i) principles or 
accounting standards; (ii) the procedure for the setting of accounting standards; (iii) the 
membership of the profession; (iv) a mandatory requirement, and (v) the requirements of 
companies to be listed on the Indonesian stock exchange.  
 
3.4.1 Accounting Standards 
The main sources of accounting regulations in Indonesia are as follows: (i) Companies 
legislation (Company Law No. 40 (2007); (ii) the Stock Exchange Listing Requirements (Capital 
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Market Law No. 8 (1995) Article 86(1); (iii) Financial institutions’ regulations (BI Regulation 
No. 3/22/PBI/2001); and (iv) Indonesian Financial Accounting Standards (PSAK). 
 
PSAK is a framework of financial reporting procedures to enable uniformity in the presentation 
of financial statements. PSAK replaced General Accepted Accounting Principles (GAAP) in 
Indonesia in 1994. Since Indonesia is gradually adopting IFRS, the financial reporting standards 
include some existing PSAK (Indonesian GAAP) Accounting Standards for Non-Publicly-
Accountable Entities or PSAK Entitas Tanpa Akuntabilitas Publik (PSAK-ETAP), Interpretation 
of Accounting Standards (ISAK) and Technical bulletins or bulletin teknis (Bultek) produced by 
IAI. There are also PSAK sharia (Islamic law) and Government Accounting Standards or 
Standar Akuntansi Pemerintahan (SAP). Since 1994 Indonesia has adopted International 
Accounting Standards (IAS). At its September 1994 Congress, IAI endorsed the use of IAS as a 
basis for domestic financial reporting. IAS-based Indonesian Financial Accounting Standards 
(PSAKs) have subsequently been issued. Since 1994, IAI has worked to harmonize PSAKs with 
IASs. All publicly-owned companies have been required to follow adopted IFRS since 2012.  
 
3.4.2 Accounting Standards Setting Process 
According to the rules created by the Indonesian Financial Accounting Standards Board 
(DSAK), the process of preparation of financial accounting standards involves the following nine 
stages (Asian Development Bank, 2003): 
(i) Issue Identification: IAI Congress which meets every four years issues a resolution on the 
work strategy program of DSAK. DSAK monitor and consider the official announcement 
issued by the International Accounting Standards Board (IASB) and other formulating 
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bodies of accounting standards and review the feedback provided directly by certain 
parties. 
(ii) Preliminary Consideration: DSAK discuss existing issues and conduct research before the 
issue is included in the work program. 
(iii) Preparation of Accounting Discussion Paper: For each topic received, DSAK form a 
Special Committee to prepare a topic outline and Accounting Discussion Paper (ADP), 
which describes and analyzes the topic in detail. 
(iv) Preparation of Exposure Draft (ED): On the basis of recommendations in the ADP, DSAK 
prepare the initial ED.  
(v) Publication of ED: EDs are published in Accounting Media - Magazines IAI and 
distributed to interested parties no later than one month before the public hearing. 
(vi) Public Hearings: Public hearings are held to provide opportunities for interested parties to 
present their views on EDs. On the basis of these inputs, DSAK consults the government, 
organizations and other relevant individuals. 
(vii) Preparation of the final Statement of Financial Accounting Standard (PSAK): If necessary, 
through the limited hearing, DSAK may change the ED to reflect the results of the process 
of consultations and finalise for approval of the ED. 
(viii) Approval and Promulgation/Endorsement of accounting standards by DSAK: DSAK 
endorse the PSAK for publication as an official guideline of accounting practices.  
(ix) DSAK approve the PSAK, and publish the information about the new PSAK on the IAI 
website.  
 
As described earlier, the preparation of financial accounting standards includes involvement of 
interested parties. Sumarsana (2013) conducted a study to examine the influence of interested 
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parties in the development of accounting standards. The results of studies also showed the most 
likely group to respond to exposure drafts was the public accounting firms (audit firms) and not 
the preparer of the firms’ financial statements. Often the view of businesses is that the standard is 
the responsibility of IAI.  
 
3.4.3 Membership 
IAI offers three membership categories – regular, extraordinary, and honorary members. 
Membership of the IAI is not mandatory for preparers of financial statements or auditors. In 
order to practise, auditors are required to obtain a license from the Indonesian Ministry of 
Finance by fulfilling certain criteria including, among others, a public accountant certificate, 
years of audit practice experience and membership of the Public Accountant Profession 
Association in Indonesia or the Indonesian Institute of Certified Public Accountants or Ikatan 
Akuntan Publik Indonesia (IAPI). The IAI, which was established in 1957, has been a member of 
IFAC since 1986. The IAI has suggested that Indonesia needs to increase its efforts to increase 
the number of qualified professional accountants. As of December 2009, there were 47,500 
registered accountants in Indonesia. A registered public accountant can apply for a practice 
license from the Indonesian Ministry of Finance once they fulfil the minimum requirements to 
offer professional services. 
 
3.4.4 Statutory Requirements 
Financial reporting of public companies in Indonesia is regulated by Law No. 8 of 1995                    
(UU No.8, 1995) on capital markets, and other regulations issued by the Indonesian Capital 
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Market Supervisory Agency (Bapepam)
16
 and IDX. The law states that companies must submit 
periodic financial reports in a timely manner. Audited financial statements should be prepared 
based on GAAP, including the Balance Sheet, Income statement, and the Statement of cash 
flows, the disclosure of the accounting policies and notes to financial statements. Under the law, 
both public and private companies must comply with accounting standards issued by the DSAK-
IAI. Naim (1999) added that regulations also require companies to disclose other important 
events which have occurred in the company and information such as a merger, acquisition, 
change of top management, and change of auditors. Publicly-listed companies in Indonesia 
should prepare the financial statements according to the presentation and disclosure requirements 
regulation (commonly known as Bapepam regulation No. VIII.G.7) released by Bapepam-LK as 
the capital market regulator. 
 
The demand for adherence to timeliness in the delivery of financial reporting of public 
companies in Indonesia has been regulated in Law No. 8 of 1995 on the Capital Market. This 
was updated by the Indonesian Capital Market Supervisory Agency (Bapepam) in 1996, and is 
updated continually by the decision of the chairman of Bapepam number 17 80/PM/1996. Bandi 
and Hananto (2002) stated that several criteria guide whether a company is required to submit 
financial statements. A limited liability company, or Perseroan Terbatas (PT), with any of the 
four conditions is required to submit financial statements. These are: (i) it is a publicly-listed 
company (Law No.1 / 1995); (ii) the company's business fields are related to the mobilization of 
public funds; (iii) the company issues promissory notes; or (iv) it has total assets or equity of at 
least Rp. 15,000,000,000 (fifteen billion rupiah) (equivalent to USD1.2 million).  
                                               
16 In 2006, reorganization in the Indonesian Ministry of Finance resulted in the merger of the Indonesia Directorate General of 
Financial Institutions and the Capital Market Supervisory Board, or Badan Pengawas Pasar Modal (Bapepam), which became 
the Capital Market and Financial Institutions Supervisory Agency or Badan Pengawas Pasar Modal-Lembaga Keuangan 
(Bapepam-LK) (available at Indonesian Ministry of Finance website: www.kemenkeu,go.id). 
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The regulation to submit regular financial reports to the market authority in Indonesia has been 
set firmly. It is stipulated in the regulations of the Bapepam-LK No. XK2 on Submission of 
Periodic Financial Statements for Public Listed Company on July 5, 2011. The regulation states 
that a public company shall submit an annual financial report to Bapepam-LK no later than the 
end of the third month after the date of the annual financial statements. Along with the Bapepam-
LK above, some regulations of the IDX are also related to the delivery of financial statements to 
the public through the IDX. The regulation is the Decision of the Board of Directors of IDX: 
Kep-306/BEJ/07-2004 dated 19 July 2004 of Regulation No. I-E, regarding the Obligation of 
Information Submission. This decision states the annual financial statements should be reported 
in the form of audited financial statements no later than the end of the third month after the date 
of the annual financial statements. Late submission of financial statements results in sanctions 
ranging from a first written warning, second written warning and a fine of Rp 50 million (equal 
to USD4,000), a third written warning and an additional fine of Rp 150 million (equal to 
USD12,000) and, finally, suspension. 
 
Under Article 69 Indonesian Law No. 40 Year 2007 (UU No.40, 2007) regarding limited liability 
companies, the annual report includes the financial statements of a company and should be 
available for the shareholders starting on the date of the Annual General Meeting (AGM) 
invitation release, and is to be approved and validated on the day of the AGM by the 
shareholders. The Law states that companies must disseminate the AGM invitation to the 
shareholders no later than 14 days before the AGM being held, meaning that the annual and 
financial report as one of the AGM materials should be available for the shareholders two weeks 
before the date of the AGM. Articles 70 and 71 of the same law also state that the information in 
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the financial reports is used for determining company’s decisions such as allocation of net profit 
for shareholders’ dividends, company’s corporate social responsibility program and allocation 
for retained earnings to support the company’s investment activities. For companies listed on the 
IDX, the Indonesian Financial Services Authority (OJK), according to its regulation in Article 13 
No. 32/Pojk.04/2014, sets out that Indonesian listed companies must advise shareholders of the 
AGM invitation no later than 21 days before the AGM being held, meaning that the annual and 
financial report as one of the AGM materials should be available for the shareholders three 
weeks before the date of the AGM. 
 
3.4.5 Stock Exchange Listing Regulation in Indonesia 
The Indonesian capital market was established in the 1900s when Indonesia was a Dutch colony. 
At the time the Indonesian capital market was experiencing ups and downs. Later, the Indonesian 
capital market went through some changes around August, 1977. However, the major growth and 
transformation of the capital market took place following the deregulation of the banking and 
capital markets in 1988. This process continued until 1997 when an economic crisis hit 
Indonesia. 
 
IDX offers two indices for companies that plan to trade publicly, namely, the main board index 
and the development board index. The main board is intended to accommodate large-sized 
issuers and have a good performance record, while the development board is intended for 
restructuring companies whose performance has declined, and companies with prospects that 
have not earned a profit yet. In order to offer shares to the public in the Indonesian capital market 
main board, companies need to meet the minimum asset threshold. Net Tangible Assets of at 
least Rp100,000,000,000 (one hundred billion rupiah) (equivalent to USD8 million) are required 
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in its Audited Financial Statement. Meanwhile, to offer shares on the Indonesian capital market 
development board, companies need to record net tangible assets of at least Rp5,000,000,000 
(five billion rupiah) (equivalent to USD400,000). A listed Company in Indonesia needs to meet a 
minimum threshold of 300 (three hundred) shareholders and paid-up capital of at least 
Rp3,000,000,000 (three billion rupiah) (equivalent to USD240,000), or as stipulated by the 
government (Decision of the Board of Directors of the ISX No. KEP-00001/BEI/01-2014 2014 
Rule Number I-A: On Registration of Shares and Equity Securities in addition to Shares Issued 
By The Listed Company). 
 
The opening up of the Indonesian capital market and its development over the years led to 
changes in the acceptance of IFRS. The IAI faced resistance from the accounting profession to 
the convergence plan, especially in 2008 and 2009. However, as the Government and the market 
supervisory agency fully supported the IAI decision, more and more accountants in Indonesia 
gradually accepted the adoption of IFRS. In Indonesia the accounting profession, comparatively, 
is in its infancy with many challenges such as an inadequate number of public accountants and 
aging accountants. However, the perceptions of accounting professionals have changed to being 
positive over the years (Wahyuni & Penny, 2010). 
 
Efferin and Rudiawarni (2014) examined the behaviour of stakeholders in Indonesia with regard 
to the adoption of IFRS. The authors reported interdependent relationships between stakeholders 
where no one party alone is able to assure the success of the IFRS implementation. Thus, 
professionalism and long-term orientation are the keys for successful implementation.  
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Efferin and Rudiawarni’s (2014) study supports the findings of Evans (2004) and Abdelsalam 
and Weetman (2003), that the institutional environment of a country is implicated in the response 
and interaction between the parties in the implementation of IFRS. The institutional environment 
in Indonesia cannot be separated from the factors of regulator, financial report preparer, 
government, academia, language, and culture (Efferin & Rudiawarni, 2014). The pressure from 
other professional institutions, such as the World Bank and G20 Forum, has provided a strong 
platform to DSAK to argue for the adoption of IFRS (Wahyuni & Penny, 2010). 
 
3.5 Individual Environment 
According to Gernon and Wallace (1995), the individual environment refers to the actions of 
reporting entities, professionals, and other members of the society who lobby standard-setters 
and use accounting numbers to their respective interests. The individual environment is rooted in 
the traditions of the country and those of its people. In this context, Gernon and Wallace (1995) 
outlined that "national character" is defined as, among others: behavioral psychology, basic 
personality structure, system of attitudes, values and beliefs that apply in general, and cultural 
aspects such as the philosophy of a nation. 
 
According to Hofstede’s cultural dimensions (Hofstede & Hofstede, 2005), Indonesia scores low 
in individualism, therefore, using Gray’s accounting value model (Gray, 1988) the accounting 
value of Indonesia can be characterised by low professionalism
17
, high uniformity
18
, high 
conservatism
19
 and high secrecy
20
. Furthermore, IFRS implementation may also conflict with 
                                               
17 A preference for the exercise of individual professional judgement and the maintenance of professional self-regulation as 
opposed to compliance with prescriptive legal requirements and statutory control (Gray, 1988, p. 8). 
18 A preference for the enforcement of uniform accounting practices between companies and the consistent use of such practices 
over time, as opposed to flexibility in accordance with the perceived circumstances of individual companies (Gray, 1988, p. 8). 
19 A preference for a cautious approach to measurement so as to cope with the uncertainty of future events, as opposed to a more 
optimistic, risk-taking approach (Gray, 1988, p. 8). 
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Islamic beliefs, which is a major religion in Indonesia, since the increasing growth of business 
with Islamic basis (Sharia) in Indonesia which required certain rule that may vary from 
conventional business such as discouragement to disclose good business conduct (Heniwati, 
2014). 
 
Hamidah’s (2013) study examined the individual environment with regard to the adoption of 
IFRS in Indonesia. By using historiography and processual
21
 study, the journey of accounting 
standards in Indonesia was studied over time, up to the adoption of IFRS. The study focussed on 
the individual environment (actor) which was instrumental in the adoption of IFRS, as well as 
the various strategies undertaken for the smooth adoption of IFRS in Indonesia. The results of 
this study revealed that Hans Kartikahadi, the chairman of the Indonesian Accounting Principles 
Committee or Indonesia Accounting Standards Boards in Indonesia in 1994, as part of the public 
accounting firm representative at the board, was the main character (innovator) instrumental in 
the adoption of IFRS in Indonesia. Other parties involved with the Accounting Standards Board, 
including Jan Hoeasada and Wahjudi Prakarsa as two of the twelve members of the board, and 
Ahmadi Hadibroto as chairman of the national board of the Institute of Indonesia Chartered 
Accountants or Dewan Pengurus Nasional Ikatan Akuntan Indonesia (DPN IAI), also played 
significant roles in the decision to adopt IFRS in Indonesia.  
 
3.6 Accounting Environment 
According to Gernon and Wallace (1995), the accounting environment refers to the disclosure, 
measurement requirements and practices, types and frequency of accounting reports. The laws 
                                                                                                                                                       
20 A preference for confidentiality and the restriction of disclosure of information about the business only to those who are 
closely involved with its management and financing, as opposed to a more transparent, open and publicly accountable approach 
(Gray, 1988, p. 8). 
21 Relating to or involving the study of processes rather than discrete events (Pettigrew, 1997). 
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requiring companies to follow financial accounting practices are the companies and investment 
law, income tax law and securities market regulation. On the other hand, financial reporting and 
disclosure requirements are regulated by several government agencies such as the Ministry of 
Finance, Directorate General of Taxation, OJK (previously Bapepam-LK) together with IDX, 
central bank of the Republic of Indonesia or Bank Indonesia (BI), and the Indonesian state-
owned oil and natural gas corporation or Persatuan Perusahaan Pertambangan Minyak dan Gas 
Bumi Nasional (Pertamina). The accounting period of companies in Indonesia is generally from 
January 1 to December 31. Companies in specific industries are obliged to submit financial 
statements to the respective government regulatory bodies, for example, all banks and non-bank 
financial institutions report to BI. Listed companies on the capital market have a mandatory 
requirement to submit the annual audited financial reports to IDX both in hardcopy and softcopy, 
and publish to the public no later than the end of the third month after the end of their fiscal year. 
The publicly-listed companies also need to submit and publish half-yearly financial reports to 
OJK and IDX no later than the end of the first month if unaudited, second month if limited 
audited, or third month if fully audited. The IDX also requires the listed companies to submit 
their first and third-quarter unaudited financial statements no later than the end of the first month 
after the end of their fiscal period.  
 
With regard to publication, publicly-listed companies are required to publish their annual audited 
statement of financial position and statement of comprehensive income with audit opinion, at the 
minimum, in two daily mass media outlets in the Indonesian language, one of which needs to 
have nationwide circulation, at least at the end of the third month after the balance sheet date. On 
the other hand, the half-yearly financial reports have to be announced in a minimum of one 
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nationally circulated mass medium. The IDX also presents all the periods of financial statements 
of publicly-listed companies on its website, and OJK requires the listed companies to provide the 
financial statements on their official company website. Since June 1, 2014, OJK has allowed the 
listed companies to submit their financial reports on line through the OJK website. On the other 
hand, although there is no requirement to file the audited reports to the Tax Office, companies 
are expected to attach a copy of the audited financial reports when lodging the annual tax return 
at the Tax Office. Furthermore, the tax office examiners normally require companies to provide 
annual audited financial reports during the tax audit process (World Bank, 2010). 
 
The accounting environment in Indonesia includes three levels of guidelines for accounting and 
financial reporting, such as the Companies Act, government regulations and financial accounting 
standards. The Indonesian Company Law No. 40 of 2007 (UU No.40, 2007) provides 
requirements for financial reporting of companies in Indonesia. The companies have to prepare 
the financial reports in accordance with GAAP in Indonesia (PSAK) issued by the Indonesian 
professional association and recognized by the Government of Indonesia, and they should be 
audited by a public accountant. Those companies which do not comply with the standards should 
disclose the information and provide the reason. There are also government organizations that 
regulate Indonesian companies’ financial reports and disclosures, such as Bank Indonesia for the 
bank and financial institution industry, Pertamina for the oil and gas industry, the Directorate 
General of Taxation for corporate tax payers, OJK for publicly-listed companies, and the 
Ministry of Finance that oversees activities of the Directorate General of Taxation and OJK. 
PSAK in Indonesia holds the charter for accounting and financial reporting in Indonesia that is 
recognised by the Government of Indonesia. The standards are issued by IAI and are also 
recognized by the Indonesian Government as the Indonesian accounting professional 
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organization. The accounting standards have been amended several times, the latest amendments 
were to adopt IFRS. All of PSAK, except for PSAK 1 and 41, have been adopted up to 2009 
IFRSs, as of January 1, 2012, which represent three years delay with up to date IFRS. IAI, 
through DSAK, is committed to the IFRS adoption process and converging PSAK with IFRS as 
quickly as possible to reduce the differences between PSAK and the most up-to-date IFRS. As of 
2015, PSAK are equivalent to the IFRS effective in 2014, representing a one-year difference 
(IAI, 2014). IAI, through DSAK, is continuously developing and updating accounting standards 
in accordance with the updated or new IFRS, and also keeping the differences between the 
effective dates of new IFRS and PSAK as short as possible, until Indonesia decides to go for full 
IFRS adoption. IAI requires all listed and non-listed companies to implement the PSAK-adopted 
IFRS.  
 
Following the IFRS convergence in Indonesia, based on new policy No. KEP-346/BL/2011, 
Bapepam-LK requires all listed companies to implement and prepare financial reports effective 
for the fiscal periods ending in or after June 2011, to be in accordance with the new financial 
reporting standards in Indonesia. Therefore, the accounting environment in Indonesia stems from 
the Companies Act that requires financial statements to be prepared according to the GAAP 
(PSAK) regulations that have been converged with IFRS. 
 
In response to the convergence process of PSAK with the IFRS that resulted in new and revised 
Indonesian Financial accounting standards and interpretations, Bapepam-LK, as the Indonesian 
capital market regulatory body, revised the presentation and disclosure regulations that are 
commonly known as Bapepam-LK regulation No. VIII. G.7 to replace the older version that was 
last updated in 2000. The new presentation and disclosure requirements were principally released 
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to align with the requirements of the new and revised Indonesian Financial accounting Standards, 
however, there are still differences between the two. Some requirements in the new regulations 
are different from PSAKs adopted IFRS, and some requirements of additional presentations and 
disclosure are not found in the PSAKs that have been converged with IFRS. As noted in sub-
Chapter 3.4.4 Statutory Requirements, all publicly-listed companies on the IDX should prepare 
their financial statements according to the presentation and disclosure requirements released by 
Bapepam-LK. Hence these differing disclosure requirements and practices are likely to cause 
challenges in implementing the IFRS adoption in Indonesia. All Indonesian listed companies 
must follow the capital market regulatory requirements and, therefore, the differences in 
disclosure requirements could also be associated with the timeliness of financial reporting in 
Indonesia. 
 
3.7 Conclusion 
This chapter has discussed the country context of Indonesia and outlined cultural and non-
cultural factors pertaining to the accounting and financial reporting environment in Indonesia. 
Indonesia is characterised by high power distance, low individualism, masculinity and 
uncertainty avoidance. These factors are related to the accounting values of low in 
professionalism, high in uniformity, conservatism and secrecy. This situation may pose 
challenges in the application of adopted IFRS in Indonesia, since IFRS requires judgement to be 
applied. Any delay resulting from the need to apply judgement has implications for the 
timeliness of financial reporting.  
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CHAPTER 4: THEORETICAL FRAMEWORK AND HYPOTHESES DEVELOPMENT 
 
 
4.1 Introduction 
This chapter outlines the theoretical framework underlying hypotheses development in this 
study. The next section outlines ‘agency theory’ and its adaptation as the theoretical framework. 
Section 4.3 outlines the development of hypotheses. Finally, section 4.4 synthesizes the 
discussion and concludes the chapter. 
 
4.2 Theoretical Framework 
4.2.1 Agency Theory 
Agency theory outlines that owner(s) as the principal of an organisation and manager(s) as their 
agent(s) are bound by a contract wherein the agent is supposed to act in the principal’s interests, 
(Jensen & Meckling, 1976). The authors argue that agency problems arise when the agent 
pursues his or her own self-interest at the expense of the principal, aided by their access to the 
detailed internal information of an organisation, which is often not readily known to the 
principal. Hence, formal reporting acts as an economic medium to reduce information 
asymmetry between these two parties. Jensen and Meckling (1976) suggest that financial 
statements, including timely financial reports, are effective ways to reduce the information 
asymmetry between principals and agents.  
 
Jensen and Meckling (1976) argued that in an agency relationship, there are three main sources 
that generate information asymmetry: the first is the control issue due to separation of 
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management from ownership; the second is the problem of cost that accompanies the agency 
relationship; and the third issue is about how to avoid and minimize the costs of the agency.  
 
Timeliness is one of the critical factors in ensuring relevance of presented information (IASB, 
2010). Information is beneficial only if provided in a timely manner (Dyer & McHugh, 1975) for 
decision-making purposes (Hendriksen & Van Breda, 1992). Hendriksen and Van Breda (1992) 
argued that if there is undue delay in financial reporting, the information provided loses its 
relevance.  
 
The significance of the timeliness of financial reporting is clearly stated in the framework of the 
preparation of financial statements in order to be relevant for decision-making purposes (IASB, 
2010). If information is reported soon after an event, it is more relevant to users of financial 
statements compared to reporting later (Hendriksen, 1982). Hendriksen (1982) argues that users 
of financial statements value timely information to enable them to make timely decisions that are 
critical in effective capital management. The accounting profession also recognizes the need for 
timely submission of financial statements (Courtis, 1976; Givoly & Palmon, 1982; Carslaw & 
Kaplan, 1991).  
 
The significance of timeliness is aligned with the notion of agency problem and theory (Kim & 
Verrecchia, 1994). Kim and Verrecchia (1994) argue that financial statements submitted on time 
will reduce information asymmetry. This is particularly significant considering the predictive 
value of historical information (Scott, 2003).  
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Consistent with the ‘agency theory’, shareholders need to monitor management. Fama and 
Jensen (1983) suggest that due to the agency relationship between management (agent) and 
shareholders (principals), the role of management to report information to shareholders is crucial 
in protecting the interests of shareholders. The agency theory has been applied in previous 
studies in investigating the timeliness of financial reporting. These are outlined below. 
 
4.2.2 Previous Studies on Timeliness of Financial Reporting using Agency Theory 
The most widely applied theory in the context of timeliness is the agency theory (Abdulla, 1996; 
Jaggi & Tsui, 1999; Owusu-Ansah, 2000; Soltani, 2002; Sengupta, 2004; Lai & Cheuk, 2005; 
Owusu-Ansah & Leventis, 2006; Leventis et al., 2015; Boritz & Liu, 2006; Karim et al., 2006; 
Nour & Al-Fadel, 2006; Hossain & Taylor, 2008; Lee et al., 2008; Afify, 2009; Akle, 2011). 
These studies are categorised into timeliness of filing and timeliness of audit. 
 
4.2.2.1 Timeliness of Filing and Agency Theory 
Owusu-Ansah (2000) adopted agency theory to investigate the determinants of financial 
reporting lag in Zimbabwe and found that company size, profitability and company age provide 
statistically-significant explanations of the differences in the timeliness of annual reports. The 
results are consistent with the results of the study of Boritz and Liu (2006) which reported that 
there is a positive relationship between company size and the disclosure of financial reports in a 
timely manner. These authors suggested that their finding is consistent with the expectation of 
agency theory in that, while management delays and understates information relating to losses, 
they not only delay timely delivery but also overstate any good news to the principal, specifically 
in large organisations since their incentive is often tied to such profit. However, Owusu-Ansah 
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(2000) reported no evidence to support the agency theory argument that firms with a higher debt 
ratio report early. 
 
Soltani (2002) adopted agency theory to investigate the determinants of reporting lag in France, 
and reported that the type of accounts and audit opinions have a significant association with the 
reporting lag in the parent company (annual accounts) and the group (consolidated accounts). 
The study found that consolidated accounts (group of companies) were reported earlier than the 
annual accounts of a parent company. The study also identified that companies with qualified 
audit opinions reported later than companies with unqualified opinions. The author argued that 
companies with unqualified opinions likely have good internal control and management that 
might reduce the audit process time. In relation to the agency theory, the author suggested that 
the auditor acts as the independent party mediating between the agent and principal, and 
performs the role of monitoring and oversight for reducing the information asymmetry, which in 
turn, is likely to decrease agency cost. The management tends to file the unqualified audit 
financial reports in a timelier manner since it signals fairness and low information asymmetry in 
the content of the reports provided to the stakeholders of the company.  
 
Furthermore, Leventis and Weetman (2004) adopted agency theory to investigate determinants 
of the lead-time to disclose financial information in Greek firms. The study reported that cost 
savings, proprietary cost and news content were significantly related to the timeliness of 
disclosure. In times of good news, the lead-time was lower compared to bad news because 
managers as agents report faster if the result is consistent with the expectations of the principal, 
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and it results in compensation for management in the form of a stock or cash bonus, which is 
consistent with agency theory expectations.  
 
Sengupta (2004) adopted the agency theory to investigate the timeliness of financial reporting in 
the USA. The study reported that bad news was significantly related to financial reporting lag. 
The companies that reported a loss in their financial reports considered as bad news had longer 
financial reporting delays. The author argued that the result of this study is in accordance with 
the agency theory expectation, since the management of the company as the agent will always 
endeavour to deliver results consistent with the principal’s expectations.  
 
Al-Ajmi (2008) adopted agency theory to investigate determinants of disclosure timing of annual 
reports in Bahrain. The study reported that leverage is related to annual reports’ submission 
delays. Companies with high leverage in their capital structure tend to postpone their annual 
report submission. The underlying argument is that the presence of high debt is often assessed as 
less good news for investors (except in some capital intensive industries, where a large 
proportion of debt is a common feature) because of negative returns and potential losses. Firms 
with high leverage and earning lower profits, therefore, seek to identify ways to opportunistically 
provide exaggerated information about their current and future performance, which leads to 
delays in the submission of their financial reports. The author suggested that this finding is 
consistent with agency theory expectation, since agents prefer to provide information to the 
principal that is consistent with the latter’s expectation.  
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Overall, these studies provide support for agency theory. The previous research shows the 
relationship between agency theory and the timeliness of financial reporting using several agency 
variables such as: good and bad news, company size, leverage, profitability and audit opinion. 
Since the owners, as the principal of an organization, and the management, as the agent, may 
have diverging goals and objectives, timeliness of financial reporting is likely to reduce the 
information asymmetry between principal and agent. The management of the company tend to 
make timely submissions of financial reports that contain good news, profitability and 
unqualified opinion since these reports meet the preferences of the principal.  
 
4.2.2.2 Timeliness of Auditing and Agency Theory 
Previous studies adopted the agency theory to investigate the timeliness of audit report lag 
(Carslaw & Kaplan, 1991; Jaggi & Tsui, 1999; Lai & Cheuk, 2005; Leventis et al., 2005; Che-
Ahmad & Abidin, 2008).  
 
Carslaw and Kaplan (1991) adopted agency theory in the context of investigating the 
determinants of audit report delay in New Zealand. The authors reported that a company with a 
high proportion of debt to assets had longer audit lag. The authors reported that firms with high 
debt ratio were more associated with financial distress. The authors further argued that a high 
amount of long-term debt could raise the agency cost which is likely to intensify audit efforts, 
and in turn could lead to longer audit engagement. 
 
Jaggi and Tsui (1999) adopted agency theory to investigate the determinants of audit report lag 
in Hong Kong. The study reported that companies with higher external ownership and in a weak 
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financial condition had longer audit lag, while larger sized companies had lesser audit lag 
compared to others. Companies in a weak financial condition raise larger audit risk which, in 
turn, increases the auditor’s time to perform the audit process. The authors argued that larger 
companies have more resources to set up good internal controls which lead to less time being 
spent by the external auditor in performing substantive audit testing. The authors further 
suggested that the findings are consistent with the agency theory expectation, in which weak 
financially performing companies may face potential external scrutiny, including in the mass 
media, which adds pressure on management and auditors. 
 
Lai and Cheuk (2005) adopted agency theory to investigate the determinants of audit report lag 
in Australia. The authors reported a positive and significant association between audit firm 
rotation and audit report lag. The study found that companies with cross-up audit firm rotation or 
which changed from non-Big Four audit firms to Big Four audit firms have shorter audit delays. 
The Big Four audit firms are KPMG Peat Marwick, Ernst & Young, PricewaterhouseCoopers, 
and Deloitte and Touche. The authors argued that companies rotating audit firms from non-Big 
Four to Big Four are expected to decrease the agency cost. Although the firms pay higher audit 
fees to Big Four audit firms, since large international audit firms have superior audit technology, 
human resources, reputation and experience, the companies with cross-up audit firm rotation 
have shorter audit delays. The study concluded that a change to Big Four audit firms might help 
to reduce agency problems and lead to more timely audited financial reports to the stakeholders.  
 
Sengupta (2004) adopted the agency theory to investigate the timeliness of financial reporting in 
the USA. The study reported that bad news was significantly related to the financial reporting 
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lag. The companies that reported a loss in the financial reports was considered bad news and led 
to longer financial reporting delays. The author argued that the result of this study is in 
accordance with agency theory expectation, that is, the bad news tends to be delayed and good 
news tends to be reported in a more timely fashion. This is because management, as agents, 
prefer to report the performance of the company in accordance with what is expected by the 
principal.  
 
Leventis et al. (2005) adopted agency theory to investigate determinants of audit report lag in 
Greece. The authors reported that the type of audit firm, audit fees and the number of remarks in 
the audit report were significantly associated with the audit report lag. The study found that 
companies with an international audit firm or paying high audit fees have a shorter audit lag. 
This study also referred to the relationship between auditor differentiation and agency cost, since 
the use of an international type of audit increases the agency cost, and the number of remarks in 
the report that are considered potential bad news for the owner as the principal of the company 
extend the audit delay. 
 
Che-Ahmad and Abidin (2008) adopted agency theory in the context of investigating the 
relationship of corporate governance and the audit report lag in Malaysia. The authors reported 
that director shareholdings, total assets, number of subsidiaries, type of audit firms, audit opinion 
and return on equity were important determinants of audit lag. The authors also reported that 
agency theory might justify the significance of good corporate governance in the company. 
Board independence is one of the mechanisms of good governance in a company that seeks to 
resolve agency problems in managing the company. In a further study, Yaacob and Che-Ahmad 
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(2012) adopted agency theory in the context of Malaysia, and reported that implementation of 
IFRS led to audit delays due to the complexity of such implementation. The author reported that 
the implementation of IFRS is believed to increase the financial reporting quality and reduce 
potential agency problems. 
 
Afify (2009) adopted agency theory to investigate determinants of the audit report delay in 
Egypt, a developing country. The study reported that the presence of an audit committee was 
significantly related to audit report lag. The existence of an audit committee in the company 
reduces the audit report delay. The author argued that effective and efficient communication of 
the audit committee may contribute to resolving potential conflicts between principal and agent, 
as well as maintain better audit performance, which is consistent with agency theory 
expectations.  
 
According to Jensen and Meckling (1976), agency cost includes the monitoring costs incurred by 
principals on agents. Audit acts as a monitoring mechanism. In order to facilitate a timely audit, 
managers need to complete preparation of financial statements in a timely manner. Overall, the 
studies of determinants of audit delay that adopted agency theory provide support agency theory 
expectations. The previous audit lag determinants’ research described the relationship between 
the agency theory and determinants of audit delay using several agency variables such as: 
company size, audit firm rotation, good and bad news, type of audit firm, audit fees, high 
proportion of debt to asset, and the presence of an audit committee as part of good corporate 
governance. Since audit provides monitoring to reduce agency problems, a timely audit report is 
required to reduce agency costs associated with asymmetric information between the owner and 
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the management. Research evidence suggests that changing to Big Four audit firms, retention of 
an international audit firm and payment of premium audit fees help produce audit reports in a 
timely manner. Firms with good corporate governance represented by the presence of an audit 
committee in the company and strong internal controls in large companies are reported to have 
shorter audit lag, which help reduce potential agency cost.  
 
Audit is a significant part of timeliness of financial reporting since financial statements cannot be 
published without completion of an audit. Audit acts as a monitoring mechanism of managers. 
The agency relationship between manager and shareholder might cause conflicts, and thus the 
process of audit by an independent external auditor is a monitoring mechanism to reduce the 
agency problem. An increase in audit lag may signal management issues to external parties. 
Therefore, in corporations, timely audited financial reports might be used as one of the 
mechanisms to align the interests of the agent (company executives) with those of the principals 
(shareholders). 
 
4.3 Development of Hypotheses 
The focus of the present study is on Indonesian companies, which are facing the adoption of 
IFRS. The motivation of company management to submit financial statements to the stock 
exchange timeously has often been explained in the accounting literature using agency theory. 
The present study contributes to the existing literature by identifying accounting, pension and tax 
policy factors and developing hypotheses to suggest that these factors may be associated with the 
timing of the filing of financial statements. 
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The theoretical framework of the present study is outlined in figure 4.1. It outlines the factors 
that are expected to determine the timeliness of financial reporting. Figure 4.1 delineates the 
application of agency theory in investigating the relationship between financial policy factors 
and the timeliness of financial reporting. The financial factors include IFRS adoption, retirement 
benefit plans and tax audits. As usual, several control variables are used in this thesis. They 
include: the complexity of operations, company performance, leverage, earnings management, 
ownership structure, company size, company age, audit opinion and type of audit firm. 
Timeliness of financial reporting is measured by the submission date of financial reports by 
companies to the Indonesian stock exchange. 
 
4.3.1 Implementation of IFRS Adoption 
Development and globalization of economic activity requires the presence of international 
accounting standards that are acceptable and can be understood internationally. The IFRS refers 
to the international accounting standards issued by the International Accounting Standards Board 
(IASB), which was formerly called the International Accounting Standards Committee (IASC). 
Indonesia, as one of the G20 countries, also decided to converge with IFRS. In addition, the 
adoption of IFRS was expected to improve the standard of information reporting in Indonesian 
companies. 
 
On 23 December 2008, the Indonesian Institute of Accountants (IAI) inaugurated the IFRS 
convergence program, with the objective of fully merging the IFRS into the generally accepted 
accounting principles in Indonesia. The convergence can be defined as the process of adjusting 
the Indonesian Financial Accounting Standards (Indonesian GAAP) to the IFRS. Accordingly, it 
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was decided that adoption of IFRS will be applicable to the preparation of an entity's financial 
statements beginning on or after January 1, 2012.  
 
The following figure outlines the roadmap of IFRS implementation in Indonesia: 
 
Figure 4.1 Roadmap of IFRS Implementation in Indonesia 
  (Source: Indonesian Institute of Accountants’ Website (IAI, 2009)) 
 
IFRS has three main characteristics: they are principles-based, they make extensive use of fair 
value as the basis of measurement, and they require extensive disclosures. The application of 
principles needs reasoning, judgement, and deep understanding by the reader. IFRS are more 
inclined to use fair value, particularly with regard to investment property, intangible assets, 
financial assets and biological assets. In case value cannot be determined due to the lack of an 
active market, firms need to engage an independent valuer. In addition, IFRS requires the 
disclosure of information about the risks of both a qualitative and quantitative nature. 
Disclosures in the financial statements should be consistent with the data or the information that 
is used for making the decisions taken by management (Cahyati, 2011; Fung, 2014). 
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Implementation of IFRS requires human resources capable of understanding the new standards. 
Therefore, training and updating of knowledge related to the new standards is required. The 
human resources have to be able to use professional judgement, and to understand the technical 
disclosures of a fair value assessment. In addition, the company must conduct a review of 
operating systems and accounting procedures to be compliant with the new standards. 
 
The implementation of IFRS typically has an enormous influence on a company's financial 
reporting. The convergence of domestic accounting standards to international accounting 
standards aims to produce financial statements with a higher degree of credibility because of 
greater disclosure requirements that demand a high level of accountability. The financial 
statements of the company must produce information that is more relevant and accurate, so the 
financial statements will be more comparable and disclose comprehensive information with 
regard to certain elements of the financial statements (Petreski, 2005; Gamayuni, 2009).  
 
The move also aimed to attract and facilitate foreign trade (Covrig, Defond & Hung, 2007) and 
enhances the quality of corporate financial reports (Latridis, 2010). Financial statements based 
on IFRS are perceived to be rigorous, enhancing transparency due to their requirement for 
detailed disclosure (Choi & Meek, 2005). Jermakowicz and Gornik-Tomaszewski (2006) found 
that the process of IFRS implementation is difficult and complicated. Hence, it is likely that such 
adoption leads to reporting lag. 
 
Research conducted by Habib and Bhuiyan (2011) showed that the adoption of IFRS in New 
Zealand increased the audit report lag. Yaacob and Che-Ahmad (2011) support the research of 
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Habib and Bhuiyan (2011) in the Malaysian context. Since the adoption of IFRS in Malaysia, the 
audit report delay has become longer. Yaacob and Che-Ahmad (2011) examined the relationship 
of IFRS adoption and the timeliness of auditing in Malaysia. The authors reported an average 
audit delay of 100 days, suggesting an increase in audit delay after the adoption of IFRS. The 
authors suggested the reason behind such audit delay was the complexity of IFRS leading to 
auditors requiring more time to audit. The studies by Margaretta and Soepriyanto (2012) and 
Kholishah (2013)  who conducted research on audit report lag in Indonesia using time dummy 
variables before and after 2011, suggested that the implementation of IFRS can be a factor for 
audit delay due to lack of expertise. Furthermore, Patralalita (2014) found that the adoption of 
IFRS in public companies in Indonesia had an impact on increasing the length or amount of the 
contents of the financial statements. Given these differences it is worth examining the 
relationship between IFRS implementation and timeliness in Indonesia.  
 
IFRS convergence which is performed by IAI aims to improve the competitiveness of Indonesian 
companies in the global market. Habib and Bhuiyan (2011) and Yaacob and Che-Ahmad (2011) 
showed that, under IFRS, as new standards increase the audits lag. Both studies showed that 
IFRS are complex standards. Thus, it takes more effort by management to prepare financial 
statements. These studies argued that adoption of IFRS could influence management in the 
preparation of financial statements and increase auditor risk, since the auditors are required to 
verify more critical accounting estimations, assumptions and judgement because IFRS are 
principles-based. Audit report delays are not only due to the length of taken to prepare the 
financial statements by management but also because of the increased audit risks that lead to 
more audit time and effort. While audit reporting delay is one reason for delay in submission of 
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financial statements, the present thesis also examines whether other factors such as retirement 
benefit plans and tax audits also contribute to the reporting lag to the stock exchange.  
The Deloitte Survey (Deloitte, 2008) of 200 US-company respondents including financial 
professionals, CFOs and finance managers revealed that the benefits of adopting IFRS are 
improved financial reporting and transparency (37%), simplified financial accounting and 
reporting (37%), easier access to capital (5%), cost savings (4%) and others (17%). However, the 
survey also reported that the perceived challenges of adopting IFRS are the lack of technical 
accounting guidance and no bright line rules (33%), the lack of skilled personnel (32%), the 
costs to convert (18%), insufficient technology (7%) and others (10%). 
 
The implementation of IFRS is related to financial reporting quality (Latridis, 2010). Firms 
reporting their financial statements according to the IFRS have good quality reports that include 
transparency and high levels of disclosure (Choi & Meek, 2005). One of the components of good 
corporate governance is transparency (OECD, 1998). IFRS fulfils the expectation of 
transparency. Another attribute of good corporate governance is timeliness (Abdelsalam & 
Street; 2007). Based on agency theory, in the corporate context, the financial reports are used by 
the principal to monitor the agent’s operational and performance aspects. Transparency is crucial 
in assessing such attributes, which is better achieved by adopting IFRS. However, enhanced 
transparency resulting in the possible communication of bad news also may lead to delays in 
reporting in specific circumstances. Also, the options and judgements involved in applying IFRS 
may also lead to reporting delays. 
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The application of IFRS requires many professional judgements since the characteristics of IFRS 
emphasise a principles-based approach, a greater use of fair value measurements, and include 
more extensive disclosure requirements, thus requiring more time to prepare and audit financial 
reports, compared to many country-specific standards. Furthermore, the process of 
implementation is expensive, difficult and complicated (Jermakowicz & Gornik-Tomaszewski, 
2006). Hence, it is expected that the application of more IFRS will require more time.  
 
Thus, it is hypothesised that: 
H1: There is a negative association between implementation of IFRS adoption and the timeliness 
of the submission of the financial statements of Indonesian companies. 
 
4.3.2 Retirement Benefit Plans 
Retirement benefit plans in Indonesia can be categorised into: defined benefit pension plans, and 
defined contribution pension plans, as stipulated in Indonesian Act No. 11 of 1992 of the Pension 
Fund (UU No.11, 1992). In the defined benefit pension plan the amount of retirement benefit is 
confirmed at the beginning of the coverage and is set by the formulation in the Pension Fund 
Regulations. The amount of contributions (especially for the founder) is uncertain depending on 
the results of the actuarial calculation. On the other hand, in the defined contribution pension 
plan the amount of retirement benefit to be received is uncertain, however, what is confirmed is 
the amount of the participant’s contribution. An obligation with regard to the defined benefit 
pension plan is the engagement of an independent actuary to calculate the required contribution. 
The valuation of the retirement benefit obligations depends on factors that are determined on an 
actuarial basis using a number of assumptions. This accounting estimation needs professional 
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judgement and requires time to make decisions, which may lead to reporting delays. Knechel and 
Payne (2001) reported that companies providing management advisory services submitted 
reports later than others. Henderson and Kaplan (2000) reported that the reliance on an additional 
auditor leads to longer audit report lag. 
 
Lynch (2006) reported the adoption of IAS 19 “employee benefits” resulted in an increase in 
liabilities and a decrease in equity that lead to an increase in debt-to-equity ratios after the 
implementation of the IFRS relating to post-employment benefit (IAS 19). IAS 19 is required to 
be applied if a company adopts a defined benefit pension plan. The increment in the ratio 
affecting the debt covenants of the company can have implications for the company such as the 
violation of certain requirements from the borrower, and could also lead to further costs and the 
inability of the company to obtain further loans from the debtor. Therefore, the existence of 
retirement benefit plans might relate to the company’s decision to submit their financial reports 
in a timely manner, since the management of the company will have to deal with the calculation 
of the liabilities in addition to possible bad news. 
 
In summary, the pension plan obliges companies to record liabilities and expenses that can affect 
the company’s performance and, specifically, its profitability. Company profit is categorized as 
good news and, on the contrary, company losses are bad news. The defined benefit pension plan 
defines a specific amount in the future for a company employee when they retire. Since this plan 
must be calculated at the present value of estimated future benefit by the independent actuary, 
the employer’s contribution could change because of economic and market conditions such as 
interest or discount rates and inflation. Therefore, in a higher risk economy such as Indonesia, 
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such a plan could lead the company into high amounts of liability and expense based on the 
accounting standard (PSAK 24 adopted IAS 19 “employee benefits”). Any actuarial gains or 
losses related to the differences in actuarial assumption and estimation should be recognized 
directly to the current year as other comprehensive income in the statement of comprehensive 
income. Therefore, if the defined benefit pension plan results in high actuarial expense and 
liability and thus low profitability or loss, the management may delay release of such 
information. Based on agency theory, in the corporate context, the agency problem might arise 
because of not delivering in accordance with the principal’s expectations in cases of lower 
profits. 
 
 It is hypothesised that: 
H2: There is a negative association between defined benefit pension plans and the timeliness of 
the submission of the financial statements of Indonesian companies. 
 
4.3.3 Tax Audit 
The taxation system in Indonesia embraces a self-assessment system, in which the Indonesian 
Government provides the opportunity for taxpayers to meet their tax obligations themselves in 
accordance with tax regulations. Taxpayers are provided full confidence in the fulfilment of tax 
obligations, because what has been filed by the taxpayer as a self-assessment is deemed to be 
true, as long as there is no case or other data indicating incorrectness of the tax reporting. 
 
In order to test the compliance of the taxpayer in carrying out self-assessment tax obligations, 
and as a monitoring mechanism, the Indonesian Director General of Taxes (IDGT) can perform 
tax audits. Tax inspection/assessments or tax audits are carried out in an effort to increase the 
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country’s tax revenue. The Indonesian government has set a tax revenue target to be achieved in 
2014, as planned in the Indonesian State Budget 2014, of Rp1110.2 trillion (equivalent to 
USD88.8 billion). Figures suggest that, for the first time, tax revenue has exceeded the target of 
over a thousand trillion rupiah (equivalent to USD80 billion). In the Indonesian State Budget in 
2013, the target was revenue of Rp995.2 trillion (equivalent to USD79.6 billion) (Indonesian 
Treasury Department, 2013). Therefore, to achieve the set targets, the IDGT has to increase its 
efforts. For that the IDGT has established the Strategic Plan of the Directorate General of Tax, 
Year 2012 to 2014. One of the steps to define the mission to be carried out by the IDGT to 
collect the state revenue optimally, as has been outlined in the Strategic Plan of the IDGT Year 
2012 to 2014, is an increase in the effectiveness of supervision. One form of control is through a 
tax audit activity. An examination conducted by the IDGT is aimed to promote tax compliance. 
Tax audits are expected to interfere with the timely submission of financial statements by 
Indonesian companies, and specifically the strategic plan described above is likely to involve 
additional set of procedures. This is due to the time taken to complete the tax audit and second, 
companies may delay reporting if the tax audit results in bad news in the form of penalty or 
additional tax. 
 
Gupta et al. (2014) reported that implementation of Financial Accounting Standards Board 
(FASB) Interpretation 48, “uncertainty in income tax: an interpretation of Statement of Financial 
Accounting Standards (SFAS) 109” (“FIN 48”), resulted in an increase in firm income tax 
expense and income tax collection, since FIN 48 required firms to present the unrecognized tax 
benefits and disclose a description of tax year(s) that remain subject to examination by the tax 
authority. FIN 48 (currently Accounting Standards Codification (ASC) 740 “income taxes”) is 
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required to be applied if a company is subject to tax examination and records unrecognized tax 
benefits, with interest and penalties incurred in relation to corporate income tax. Unlike FIN 48 
of US GAAP that provides specific guidelines addressing the matter of an uncertain tax position, 
IAS 12 “income taxes” is silent on how to treat any uncertainty relating to amounts submitted to 
the tax authorities. However, IAS 12 requires an entity to disclose tax-related contingent 
liabilities and contingent assets from unresolved disputes with tax authorities in the notes to the 
financial statements, in accordance with IAS 37 “Provisions, Contingent Liabilities and 
Contingent Assets”. Therefore, the existence of the uncertainty of a tax position derived from a 
tax audit by the tax authority, might relate to the company’s decision to submit their financial 
reports in a timely manner, since the management of the company will have to deal with the 
calculation of the liabilities in addition to possible bad news. 
 
Since a company may recognize anticipated tax liabilities based of a tax audit by the tax 
authority, the tax assessment or tax audit result may be classified as a contingent liability. Ashton 
et al. (1989) found that companies with contingencies reported late. Tax examination or audit 
also may be classified as a case of litigation since it is performed under the taxation laws in order 
to ensure the company’s taxation compliance with the tax regulation. Sengupta (2004) found that 
litigation items related to a reporting lag.  Therefore, tax investigation or tax audit are expected 
to interfere with the timely submission of financial statements by Indonesian companies since 
not only because the company should provide additional time to complete the tax audit process 
and measure its exposure but also because the company could record and disclose the litigation 
or contigencies items of the tax audit. 
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Tax audit also might be considered as a monitoring mechanism to reduce the agency problem of 
asymmetry of information, however, if the result of the audit contains bad news, such as a 
penalty or an additional tax provision charge and expense, management is expected to delay the 
reports.  
 
Hence it is hypothesised that:  
H3: There is a negative association between tax audits by the tax authority and the timeliness of 
the submission of the financial statements of Indonesian companies. 
 
Control Variables 
The study includes several control variables, namely: complexity of operation, company 
performance, leverage, earnings management, ownership structure, company size, company age, 
audit opinion and type of audit firm. Complexity of operation is included as a control variable 
because previous studies found that less complex companies submit financial reports earlier than 
more complex companies (Owusu-Ansah, 2000; Sengupta, 2004; Aktas & Kargin, 2011). These 
authors argued that the existence of greater complexity such as the number and location of 
branches, operating units, and subsidiaries leads to longer time not only to obtain data and 
information for reporting purpose but also to reconcile and consolidate the financial statements. 
Company performance is included as a control variable because previous studies found that 
companies with good results file reports earlier than companies with losses (Dyer & McHugh, 
1975; Givoly & Palmon, 1982; Sengupta, 2004; Khasharmer & Aljiri, 2010). The authors argued 
that profitability is considered good news for the stakeholder and hence lead and Bhuiyan and 
Bhuiyan and Bhuiyan to early reporting. Leverage is included as a control variable because Al-
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Ajmi (2008) found that firms with high leverage tend to delay the submission of financial 
reports, while Owusu-Ansah (2000) found companies with a low debt ratio report earlier than 
companies with a high debt ratio. The authors argued that a highly-geared company indicates 
greater probability of failure, leading to increased negotiation between auditor and management. 
Furthermore, high leverage has been associated with increases of agency cost (Jensen & 
Meckling, 1976; Smith & Warner, 1979), requiring detailed audit (Chow, 1982; Carey, Simnett 
& Tanewski, 2001; Ashbaugh & Warfield, 2003). 
 
Earnings management is included as a control variable because Chai and Tung (2002), Boritz 
and Liu (2006) and Aubert (2009) reported that companies engaged in earnings management 
report later than others. These authors argued that the process of earnings management requires a 
longer time leading to reporting delays. Ownership structure is included as a control variable 
because Owusu-Ansah and Leventis (2006) reported that companies with greater numbers of 
insiders file reports later than companies with higher institutional ownership. Wang and Song 
(2006) reported that companies with small investors report earlier than companies with large 
investors. The authors argued that external ownership puts greater pressure on timely reporting 
since the large external investors require the reports for economic decision-making purposes. 
Company size is included as a control variable because previous studies found that large 
companies report earlier than small firms (Courtis, 1976; Davies & Whittred, 1980; Givoly & 
Palmon, 1982; Atiase et al., 1989; Schwartz & Soo, 1996; Owusu-Ansah, 2000). These authors 
argued the reason being not only that larger firms have more resources such as employees, 
systems and internal controls to complete the financial reporting process faster, but also high 
expectation of timely reporting from larger stakeholders to avoid changes in the share price. 
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Furthermore, company size is related to higher agency cost (Chow, 1982) which can be mitigated 
by high audit quality.  
 
Company age is included as a control variable because previous studies found that older firms 
have less reporting lag (Courtis, 1976; Owusu-Ansah, 2000). These authors argued that older 
firms have established systems and had the opportunity to learn from the past and hence take less 
time to report financials. Audit opinion is included as a control variable because Soltani (2002) 
and Ahmad and Kamarudin (2003) reported that companies with qualified audit opinions report 
later than others. The authors argued that a qualified audit opinion is considered bad news for the 
stakeholders leading to late reporting. Audit firm size is included as a control variable because 
Schwartz and Soo (1996) and Al-Ajmi (2008) reported that companies using Big Four audit 
firms are timelier in reporting. These authors argued that Big Four audit firms have more highly-
qualified employees to complete the audit process promptly and report. Furthermore, high 
agency costs are likely to be reduced by the engagement of Big Four audit firms, thus reducing 
monitoring costs. 
 
The agency theory and hypotheses in the context of the present study are presented in Figure 4.2 
below: 
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4.4 Conclusion 
This chapter outlined the adoption of ‘agency theory’ in the context of the present study. The 
theory has been widely adopted in the context of timeliness studies and, hence, is appropriate to 
the present study. Section 4.3 outlines the hypotheses, including financial policy factors, 
expected to be associated with the timeliness of financial reporting. The literature in the previous 
chapters on the determinants of financial reporting timeliness assisted the formulation of three 
hypotheses, each hypothesis relating to a research question (RQ) and three sub-research 
questions. Table 4.1 below summarises these research questions and their respective hypotheses. 
The final section summarises the chapter. The next chapter outlines the research method and 
information analysis of the present study.  
 
Table 4.1 Summary of Research Questions and Related Hypotheses 
Sub-RQ1: Is there any association between implementation of IFRS adoption and the timeliness of 
Indonesian corporate reporting?  
H1:  There is a negative association between implementation of IFRS adoption and the 
timeliness of the submission of the financial statements of Indonesian companies. 
 
Sub-RQ2: Is there any association between retirement benefit plans and the timeliness of Indonesian 
corporate reporting?  
H2:  There is a negative association between defined benefit pension plans and the timeliness 
of the submission of the financial statements of Indonesian companies. 
 
Sub-RQ3: Is there any association between tax audits and the timeliness of Indonesian corporate 
reporting?  
H3:  There is a negative association between tax audits by the tax authority and the 
timeliness of the submission of the financial statements of Indonesian companies. 
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CHAPTER 5: RESEARCH METHOD 
 
5.1 Introduction 
Chapter 4 developed hypotheses related to the three sub-research questions (sub-RQ1, sub-RQ2 
and sub-RQ3) posed in this study. This chapter presents the research method used in this study, 
and discussion and justification for the use of the research method. This chapter also presents the 
sample, data, and method used to examine the hypotheses discussed in Chapter 4. Section 5.2 
provides details on the type of research, data sources, and sampling procedures employed to 
investigate the hypotheses. Section 5.3 discusses the measurements of financial reporting 
timeliness used in this study, including the measurement of independent, dependent and control 
variables and statistical analysis. This is followed by Section 5.4 which presents in-depth 
information about the research method used for testing the hypotheses. Finally, section 5.5 
concludes the discussion. 
 
5.2 Research Type, Data and Sample  
5.2.1 Type of Research 
The purpose of the study is to investigate the financial policy factors that are related to the 
timeliness of submission of Indonesian public companies’ financial statements. The study is 
conducted using quantitative research methods to provide empirical evidence related to the main 
research question and its three sub-questions to examine the relationship between financial 
policy factors and the timeliness of submission of public companies’ financial statements. This 
research is conducted by performing analysis of annual reports’ and financial statements’ data of 
companies listed on the Indonesian Stock Exchange (IDX) in 2010, 2011, 2012, 2013 and 2014. 
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This research aims to study the relationship or correlation between variables, namely, the 
relationship between variables of the financial policy factors of the company and the variable of 
the timeliness of submission of companies’ financial statements. The financial policy factors 
include implementation of IFRS adoption, retirement benefit/pension plans and tax 
assessment/audits by tax authority examiners. This study also constitutes the explanatory 
research that highlights the relationship between the variables of the research and the testing of 
the formulated hypotheses. 
 
5.2.2 Source of Data 
The data in this study were obtained from various sources, including the library of IDX and the 
IDX database, which can be accessed online at http://www.idx.co.id, the Indonesian Capital 
Market Directory (ICMD), and the official websites of the companies that publish the annual 
reports and financial statements of companies. 
 
5.2.3 Ethical Issues 
The study has no ethical concerns since it does not involve any primary source data collection. 
That is, it deals only with annual reports and financial statement data which are publicly 
available. All elements of this research adhere to prescribed guidelines and no ethical concerns 
have occurred as a result of this research. 
 
5.2.4 Sample 
The main research question and its sub-questions in this study are empirically tested, and include 
a longitudinal study of publicly-listed Indonesian corporations. The data are collected through 
the IDX website, the listed companies’ websites, and through the ‘One Source’ database. The 
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dependent variable which is the submission date of the company’s audited financial statements to 
the stock exchange is collected through the IDX website under Indonesia capital market 
electronic library. The independent variables, which constitute a number of significant PSAK 
adopted IFRS, pension plan and tax audit concerns, are hand collected from annual reports 
through the IDX website and the company websites. The control variables are collected through 
the IDX website, the company websites and also through the ‘One Source’ database. 
 
This study uses a sample consisting of the top 150 (by 2014 market capitalization (market cap)) 
of all listed companies on the IDX for the financial year ending 2010 to 2014. The top 150 
market cap companies is deemed suitable for this research because the implementation of IFRS 
adoption is considered to have occured in these companies. This is because the adoption of the 
new/revised standards and interpretations is expected to be relevant and/or have material impact 
on large companies’ financial statements. Furthermore, the period is selected because of the 
implementation of IFRS adoption in Indonesia effective from January 1, 2012, and hence the 
period covers 2 years pre and post implementation of IFRS adoption. An analysis of five years of 
the most recent data from the annual reports of the chosen sample companies will be conducted 
using this publicly available data. Out of the 150 companies, companies belonging to the 
financial sector and whose all five years’ annual reports were unavailable were taken out 
resulting in 120 companies or 600 firm-year observations. However, the processing of 
discretionary accruals models, which is one of the control variables used in this study, found 
outliers data. These were removed resulting in a final sample of 114 companies or 570 firm-
years. 
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This method is deemed suitable for research in which the dependent variable is categorical 
(nominal) and the independent variable is a mix between continuous variable (metric) and 
categorical (non-metric). A company is categorized as timely if the financial statements are 
submitted no later than March 31, while a company that submitted its financial reports after 
March 31 is deemed to be late. A tax audit is deemed to have occurred in a company that files 
and recognizes a claim of overpayments on its tax returns. A company is deemed to have a good 
performance when the company is able to generate profits and, conversely, a poor performance 
when the company suffers a loss. 
 
Following the approach adopted by other studies in this area, the chosen sample will exclude 
companies with certain specific characteristics, to ensure consistency:  
1. The selected sample includes all companies listed on the IDX except for banks and other 
financial institutions (e.g., insurance, credit agencies, securities firms). The banks and other 
financial institutions are excluded not only because these companies are deemed to have 
different financial structures, but also because many regulations governing the industries 
such as the central bank and financial institutions’ regulation. 
 
2. The selected companies have a closing date of December 31, because differences in the 
closing date have different rules in the delivery of financial statements. 
 
3. These companies do not refer to Bapepam-LK No. XK-7 concerning a time frame for the 
submission of periodic financial statements and annual reports for issuers and public 
companies that list their securities both on Indonesian Securities Exchanges and Foreign 
Securities Exchanges. 
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4. Companies must have been listed during the study period from 2010 to 2014, and must have 
published audited financial statements that are consistent and complete. 
 
5. The companies must have been listed on the IDX in 2010 and must not have been delisted 
during the study period, because a company which is delisted in one year has no obligation to 
submit financial statements in the subsequent year. 
 
5.2.5 Research Sample Selection Process  
Table 5.1 Research Sample Selection Process 
Sample Selection Criteria Number of Companies 
 Top 150 (by market cap) companies listed on the IDX in 2014 150 
Companies that are listed on the IDX in the industry category of 
banks and financial institutions 
(24) 
Companies that have not been listed during all the study period 
including new listed companies during the study period 
(6) 
Total research sample 120 
Observations year (years) 
 
Observations year ( years) 
x5 
Total number of observation periods of the study (firm years) 
 
600 
The sample is the number of companies that meet the criteria for sample selection, amounting to 
120 companies.  The time frame of the data is five years, that is, 2010, 2011, 2012, 2013 and 
2014, which covers two years before and after the implementation of IFRS adoption in 2012. 
This period is chosen for two reasons; first, because of the implementation of IFRS adoption in 
Indonesia effective from January 1, 2012, and hence the period covers pre and post 
implementation of IFRS adoption. Secondly, it was chosen because of the enforcement in the 
Strategic Plan of the Indonesian Directorate General of Tax (IDGT) Year 2012 to 2014 of an 
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increase in the effectiveness of supervision by tax inspection (tax audit) in an effort to increase 
tax revenue, which could result in more effective monitoring of a company’s tax transactions. 
Thus, it is likely to result in delays due to the administration of tax examinations. 
 
5.3 Variables 
The study aims to investigate the association between financial policy factors (implementation of 
IFRS adoption, retirement benefit plans and tax audits), and the timeliness of Indonesian 
corporate reporting. In order to do that, the specific dependent and independent variables are now 
sought to be explained. 
 
5.3.1 Dependent Variable 
The dependent variable in this study is represented by the timeliness of submission of a 
company’s financial statements (Y = TIME). According to Chamber and Penman (1984), 
timeliness is measured based on the accuracy of the submission date of the company’s audited 
annual financial statements to the stock exchange. A company is categorized as timely if the 
financial statements are submitted no later than March 31, while a company that submitted its 
financial reports after March 31 is deemed to be late. This study follows Schwartz and Soo’s 
(1996) study in that timeliness as the dependent variable is measured using a dummy variable. 
‘1’ is assigned to companies that submitted on time, and ‘0’ for companies that submitted late. 
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5.3.2 Independent Variables 
The independent variables in this study are represented by several elements of financial policy 
factors, namely, the implementation of IFRS adoption, retirement benefit/pension plans and tax 
audits. 
 
5.3.2.1 Implementation of IFRS Adoption 
Research conducted by Habib and Bhuiyan (2011) showed that the adoption of IFRS in New 
Zealand increased the audit delay. Hoogendorn (2006) suggests the complexity of IFRS requires 
extra effort and greater time in conducting an audit. The research conducted by Yaacob and Che-
Ahmad (2011) supports that of Habib and Bhuiyan that, since the adoption of IFRS in Malaysia, 
the audit report delay is becoming greater. They argued that the complexity of IFRS tends to 
require a lot of professional judgement that leads to greater audit risk for auditors and, therefore, 
requires a longer time to perform the audit  
 
Considering that the accounting standards in Indonesia have been based effectively on IFRS 
since 2012, and that the implementation of IFRS adoption might cause the financial statements 
process to be longer at the beginning of the period of application, it should be investigated 
whether the convergence of IFRS in Indonesia affects the financial report quality, that is, quality 
in terms of the timeliness of the submission of the financial statements. Unlike Yaacob and Che-
Ahmad (2011) who conducted a study related to the effect of IFRS adoption on audit delay in 
Malaysia, this study focusses on the submission of the financial statements by management to 
the stock exchange, and discusses the relationship between IFRS adoption with the timeliness of 
the filing of a company’s financial reports. Furthermore, prior studies have used a dummy 
variable of a year (before and after year of implementation) for IFRS implementation research 
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measurement. However, it is believed that this thesis is one among a few that uses the number of 
significant IFRS adoptions implemented in the company in each year as the measurement for the 
IFRS implementation relationship to the timeliness of financial reporting. This thesis seeks to 
examine the relationship between IFRS implementation and timeliness of the submission of the 
financial statements. It is based on the argument that accounting based on complex IFRS is 
expected to result in delays in preparing and submitting the financial statements to the stock 
exchange. As for the auditors, the adoption of IFRS will also lead to lengthier audit processes 
due to the subjectivity involved in application of IFRS. 
 
Implementation of IFRS in Indonesia has been a gradual process. Stages of implementation are 
in accordance with the implementation of PSAK which have been adapted to IFRS. The impact 
of IFRS implementation is varied depending on the type of industry, type of transaction, the 
elements of financial statements that are owned, and also on accounting policy choices. 
Therefore, the impact of this implementation is measured by the number of PSAK adopted IFRS, 
which became effective from 2010 to 2014 that have a significant impact or material effect on a 
company. By measuring the number of new and revised standards that are relevant and have 
material effect to the company’s financial statements is expected to provide more accurate 
relationship between the implementation of IFRS adoption and timeliness of financial reporting 
rather than using dummy variable of a year (before and after year of implementation) for IFRS 
implementation research measurement. 
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5.3.2.2 Retirement Benefit (Pension) Plans 
Under Indonesian Law No. 13 of 2003 (UU No.13, 2003) concerning labour regulation, 
companies in Indonesia are required to provide a minimum pension benefit, if not covered yet by 
the sponsored pension plans, to their employees upon retirement age. The company could 
sponsor a defined benefit pension plan or a defined contribution pension plan for their 
employees. The calculation of a defined benefit pension plan, including its related obligation to 
be recognized, and related employee’s benefit costs charged to expense, must be calculated by an 
independent actuary under PSAK 24 (adopted from IAS 19 “employee benefits”). The actuary’s 
calculation and report should be completed before the issuance date of the company’s audited 
financial statements. Accordingly, since the calculation of the pension and post-
employment/retirement benefit plan should be performed by an independent actuary for the 
process of financial reporting, the use of actuaries may be classified as a reliance on other 
parties, for financial reporting and audit purposes. 
 
Knechel and Payne (2001) found a negative relationship between companies that were provided 
with management advisory services and audit report lag, and concluded that companies that 
resorted to management advisory services reported early. Henderson and Kaplan (2000), 
similarly, conducted an empirical investigation on audit report delays by companies, and found a 
positive relationship between reliance on another auditor and audit report lag, which means that 
companies relying on the work of another auditor report late. 
 
The company’s retirement benefit plan can be seen from the notes to the financial statement of 
the company under the disclosure of pension or post-retirement/post-employment benefits. A 
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company is assumed to have a post-retirement benefit transaction when the company has a policy 
of pensions under the company’s collective labour agreement which offers the defined benefit 
obligation to their employee’s pension plan, or conversely, has no defined benefit obligation 
when the company sets the employee’s pension with a defined benefit plan. Obligations and 
benefits in respect of the defined benefit plan provided by companies to their employees are 
calculated by an independent actuary using the method under the accounting standard criteria. 
The calculation is an indication of the need for time for critical accounting estimates and 
judgements, while the absence of calculation is an indication of no critical accounting estimates 
and judgements. This variable is measured by using a dummy variable with the category ‘1’ if 
the company supports a defined benefit pension plan, and ‘0’ if the company supports a defined 
contribution pension plan, or does not support a defined benefit pension plan. This measurement 
is chosen because this study seeks to examine the association between pension benefit plan and 
timeliness of financial reporting. By using the dummy variable of defined benefit pension plan 
and non-defined benefit pension plan, it is expected that the value of the retirement benefit 
liability and expense or its ratio to the total liabilities and expenses can be captured. 
 
5.3.2.3 Tax Audit 
Under the taxation laws of Indonesia, each company submits tax returns on the basis of a self-
assessment. A tax audit is deemed to have occurred in a company that files and recognizes a 
claim of overpayments on its tax returns. The tax authorities may assess or amend taxes within 
ten years from the date the tax becomes payable. The tax audit may not have been completed as 
of the issuance date of the company’s financial statements. Since a company may recognize 
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anticipated tax liabilities based on a tax audit by the tax authority, the tax assessment/tax audit 
result may be classified as a contingent liability. 
 
Owusu-Ansah (2000) conducted an empirical investigation on timely reporting behaviour of 
companies using contingency items as a variable and found a high association between 
contingencies and the timeliness of financial reporting. The result of Sengupta’s (2004) research 
also suggests that litigation items related to a reporting lag. Ashton et al. (1989) found a negative 
relationship between contingencies reported and audit report delay and concluded that companies 
with contingencies reported late. 
 
The company’s tax audit can be seen in the notes to the financial statement under taxation 
disclosure. Some companies, however, put the tax assessment or examinations (tax audit) 
information under notes to the financial statement under contingencies or litigations disclosure. 
The taxation laws of Indonesia require that companies must submit individual tax returns on the 
basis of self-assessment. Under prevailing regulations, the IDGT may assess or amend taxes 
within a certain period. A tax audit will also be performed if a company files for corporate 
income tax overpayment. This study used a dummy variable with the category ‘1’ if the company 
has been subjected to a tax audit, and ‘0’ if the company has not been subjected to a tax audit. 
This measurement is selected because this thesis seeks to investigate the relationship between tax 
audit and timeliness of financial reporting. By using the dummy variable of tax audit and non-tax 
audit (as contigencies items that considered as good or bad news), it is expected that the dummy 
variable as the value of the tax audit contigent liability or expense or its ratio to the total 
liabilities and expenses can be calculated.  
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5.3.3 Control Variables 
The control variables in this study are represented by several elements of company attributes and 
audit factors, namely: complexity of company operation, company performance, leverage, 
earnings management, ownership structure, company size, company age, audit opinion, and size 
of public accounting firm/audit firm type. 
 
5.3.3.1 Complexity of Operations 
The complexity of a company's operations is expected to have a relationship with the timeliness 
of submission of the company’s financial statements. The level of complexity is related to the 
time taken by the auditor which relates to the timeliness of financial statements’ submission 
(Lestari, 2008). Sengupta (2004) stated that the submission period of financial statements will be 
longer for companies with many segments that are in the process of acquisition; and those 
reporting special items.  
 
The studies by Owusu-Ansah (2000), Sengupta (2004) and Sudrajat (2009) support a negative 
correlation between the complexity of a company’s operation and the timeliness of submission of 
the company’s financial statements, indicating that a company with greater complexity will, in 
general, require a longer time to release information on their profits.  
 
The complexity of a company’s operations depends on the number and location of its operating 
units (branches), diversification of product lines and the company's market (Owusu-Ansah, 
2000). The complexity of operations in this study is determined by the presence or absence of a 
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subsidiary. The measurement is done using dummy variables. A category of ‘1’ is used for a 
company that has a subsidiary, and a category of ‘0’ is for a company with no subsidiaries.  
 
The presence of a subsidiary is an important control factor because the holding company must 
submit consolidated financial statements. With a subsidiary, there is more information to be 
collected and consolidated which subsequently will take time to process in the preparation of the 
financial statements. According to Aktas and Kargin (2011) and Saputri and Yuyetta (2012), the 
process of preparing a company's consolidated statements has a negative association with the 
timeliness of submission of the company’s financial statements. 
 
5.3.3.2 Company Performance 
A company’s performance can be seen from the result of operations of the company during the 
financial period. A company is deemed to have a good performance when the company is able to 
generate profits and, conversely, a poor performance when the company suffers a loss. Sengupta 
(2004) and Aubert (2009) use a variable profit/loss to describe the type of news that will be 
delivered by the company. Profit is an indication of good news, while loss is an indication of bad 
news. 
 
Dyer and McHugh (1975) argued that an earnings announcement containing good news will be 
delivered faster compared with one including bad news. Givoly and Palmon (1982) suggested the 
rationale behind this argument stems from the generic nature of management to try to delay 
taking responsibility for adverse results. In addition, at times of bad news with regard to 
earnings, management often explore ways to improve such earnings through ongoing 
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negotiations and/or accounting changes, which leads to delays. Lurie and Pastena (1975) and Al-
Ajmi (2008) outline the ‘internal reporting hypothesis,’ which states that management 
concentrates on internal performance evaluation since it determines their compensation and the 
continuity of their positions. The study by Sengupta (2004) provided empirical evidence of a 
positive relationship between a company’s performance and the timeliness of submission of the 
company’s financial statements. This variable is measured by using a dummy variable with the 
category of ‘1’ for a company that earned a profit, and a category of ’0’ for a company that 
suffered losses. 
 
5.3.3.3 Leverage 
Leverage is a tool to measure to what extent a company relies on debt to finance the company's 
business. A company that has high leverage indicates that the company is very dependent on 
external borrowing to finance its business; the higher the leverage, the higher the risk of the 
company not being able to repay both the principal and interest. High financial risk indicates that 
the company is experiencing financial difficulties (financial distress) due to its high liabilities. 
 
Leverage refers to the extent a company relies on creditors to finance the company's assets 
(Hilmi and Ali, 2008). High leverage is considered high risk due to the possibility of not being 
able to pay off debt. Often, high leverage is taken as an indicator of experiencing financial 
difficulties. Financial difficulties reflect bad news resulting in delays in the submission of 
company financial reports (Respati, 2001). Al-Ajmi (2008), Rahmawati (2008) and Sudrajat 
(2008) provided empirical evidence of a negative relationship between a company’s leverage and 
the timeliness of submission of the company’s financial statements, and found that companies 
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with high leverage capital structure tend to delay their financial reports. Owusu-Ansah (2000) 
also found that a company with high debt reports late, while Carslaw and Kaplan (1991) reported 
that audit of debt takes longer compared to the audit of equities, specifically, if a company has a 
large number of creditors. 
 
The measurement used to illustrate the leverage in this study is the total debt to total equity ratio: 
Total debt to total equity ratio = Total Liabilities 
     Total Equity 
5.3.3.4 Earnings Management 
Based on research conducted by Givoly and Palmon (1982), bad news tends to be reported late. 
One form of bad news is low profit or profit not meeting principal’s expectations. Trueman 
(1990) attributed the reason behind delay in reporting at the time of low profit to managers’ 
endeavour to recognise more revenue, though that means recognising less revenue in subsequent 
years. In line with Trueman (1990), Chung et al. (2003) reported that firms engaging in earnings 
management take longer time to report their financials compared to others. Boritz and Liu (2006) 
and Aubert (2009) empirically supported the negative association between a company’s earnings 
management and the timeliness of submission of the company’s financial statements. 
 
Similarly, Russ (2005) reported that transfer of profit from one financial year to another takes 
time. Other reasons behind delays in reporting, besides earnings management, outlined by 
Trueman (1990) include managers waiting for other companies to report first and hence obtain a 
sense of industry profit. 
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Earnings management is measured by using the estimated discretionary accruals. Discretionary 
accrual is measured by using the cross-sectional Modified Jones Model (1991), which is used by 
Dechow et al. (1998). Bartov et al. (2000) evaluated the ability of the seven estimated accrual 
models in detecting earnings management by examining the association between discretionary 
accrual and audit qualification. The study concluded that the cross-sectional Jones Model and the 
cross-sectional Modified Jones Model are better models for detecting earnings management 
compared to the time series model. 
Total accrual is measured as the difference between profit and operating cash flows, as follows: 
TACCit = EBXTit - CFOit 
Wherein: 
TACCit = Total accrual of company i in period t. 
EBXTit = Income before extraordinary item of company i in period t. 
CFOit = Cashflow from operation of company i in period t. 
 
The total accrual of a company consists of discretionary and non-discretionary accruals. 
TACCit = DACCit + NDAit 
Which: 
TACCit = Total accruals of company i in period of t. 
DACCit = Discretionary accruals of company i in period of t. 
NDAit = Non-discretionary accruals of company i in period of t. 
To decompose total accruals into discretionary and non-discretionary accrual components, the 
study uses the Modified Jones Model, as follows: 
TACCit = α0 + β1 (ΔREVit - ΔARit ) + β + ε 2PPEit 
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Which: 
TACCit = Total accruals of company i in period t. 
ΔREVit = Revenues from sales of company i in year t minus the revenues from sales of 
company i in year t-1. 
ΔARit = Accounts receivable of company i in year t minus the accounts receivable in year t-1. 
PPEit = Property, plant and equipment of company i in year t. 
Tai, t-1 = Total assets of company i for year t-1. 
ε = Error term. 
(All of the above variables are measured in the scale of Total Assets in year t-1). 
 
Variables of fixed assets and changes in income are used to control the non-discretionary accrual 
component of total accruals that are associated with changes in operating activities and the level 
of depreciation. The residuals from the run regression produce figures that are considered as the 
discretionary accruals. 
 
In the Modified Jones Model, the component of change of sales has been presented net of 
changes in receivables. The assumption that is used by the Modified Jones Model is that all 
credit sales over a period are considered to be a result of earnings management. That assumption 
is based on the grounds that it would be easier to manage earnings by using discretion on the 
recognition of revenue from credit sales, compared to an earnings management system using the 
discretion for the recognition of revenue from cash sales. 
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The estimates of the coefficients of α0, β1 and β2 that are obtained from the regression are then 
used to estimate discretionary accruals in the following way: 
NDAit = α0 + β1 (ΔREVit - ΔARit) + β 2PPEit 
Which: 
NDAit = nondiscretionary accruals of company i in period t. 
ΔREVit = Revenues from sales of company i in year t minus the revenues in year t-1. 
ΔARit = Accounts receivable of company i in year t minus the accounts receivable in year t-1. 
PPEit = Property, plant and equipment of company i in year t. 
TAi, t-1 = Total Assets of company i for year t-1. 
(All of the above variables measured in the scale of Total Assets in year t-1). 
 
Furthermore, earnings management that is reflected in the discretionary accrual will be estimated 
through the value of: 
DACCit = TACCit - NDAit 
Which: 
DACCit = discretionary accruals of company i in period t. 
NDAit = nondiscretionary accruals of company i in period t. 
TACCit = Total accruals of company i in period t. 
 
If the total accruals of a company in period t (TACCit) equal the value of non-discretionary 
accruals (NDAit), then the magnitude of discretionary accruals (DACCit) is zero. Thus, the value 
of discretionary accruals shows the accrual level result of earnings management. The 
modification to raise earnings shows the positive value of DACCit, and vice versa. This study 
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uses the absolute value of DACCit because it does not aim to examine the direction of the profit 
modification, but just the value of DACCit. 
 
5.3.3.5 Ownership Structure 
Owusu-Ansah and Leventis (2006) found a positive relationship between institutional ownership 
and timeliness of financial reporting, and concluded that larger institutional ownership indicates 
earlier reporting, greater ownership by the company's insiders is associated with less timely 
filing. The result of this research proves that company owners have enormous power to pressure 
management in presenting information in a timely manner, because the timeliness of financial 
reporting will affect economic decision-making (Niehaus, 1989). 
 
Owusu-Ansah and Leventis (2006) reported positive associations between institutional 
ownership structure and timeliness of financial reporting. The authors reported that larger 
institutional ownership led to faster reporting whereas insider ownership concentration leads to 
delays in reporting. Niehaus (1989) argued that external ownership leads to higher pressure on 
management to present financial information in a timely manner, since economic decisions are 
based on such reporting. In the Indonesian context, Hilmi and Ali (2008) claimed that the 
ownership structure of Indonesian companies is significantly associated with the timeliness of 
financial reporting, and the result of their study reported that more public ownership in the 
company ensured better timeliness. 
 
In this thesis, ownership structure is defined as the cumulative percentage of shares held by the 
public (outsider ownership). 
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5.3.3.6 Company Size 
The amount of information to be collected and published by a company increases with its size. 
Dyer and McHugh (1975) found empirical evidence that the size of the company is negatively 
related to the timeliness of financial reporting. Similarly, in a later study, Atiase et al. (1989) 
provided empirical evidence that the timeliness of reporting is a function of company size. 
Schwartz and Soo (1996) provided empirical evidence that the size of the company is 
significantly associated with the level of compliance and delay in a company’s financial 
reporting. Owusu-Ansah (2000) found empirical evidence that the size of the company is a 
significant predictor of the timeliness of reporting. On the contrary, Naim (1999) and Respati 
(2001) provided empirical evidence that company size is not related to the timeliness of financial 
reporting. 
 
A company’s size can have a significant impact on how it engages in financial reporting 
activities. As shown by Courtis (1976), Davies and Whittred 1980), Givoly and Palmon (1982), 
Schwartz and Soo (1996), company size is negatively associated with timeliness of financial 
reporting. Furthermore, as shown by Newton and Ashton (1989), Atiase et al. (1989), Ashton et 
al. (1989), Carslaw and Kaplan (1991), Bamber et al. (1993), Ng and Tai (1994), Jaggi and Tsui 
(1999), Owusu-Ansah (2000), company size is negatively associated with audit report delay. The 
results of these studies on timeliness of financial reporting and audit report delay also concluded 
that small firms report late and large firms report early. 
 
Dyer and McHugh (1975) and Owusu-Ansah (2000) in their studies found that the size of the 
company significantly related to the timeliness of financial reporting, while Carslaw and Kaplan 
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(1991) found that company size (as measured by total assets) was associated with audit delay. 
Empirical evidence indicates that companies that have greater asset size reported faster than 
companies that have smaller asset sizes. They argued that large companies are often argued to be 
faster in submitting financial statements for several reasons. First, the large companies have 
more resources, more accounting staff and high technology information systems, with a strong 
internal control system. Second, large companies receive more scrutiny from investors and 
regulators and are also in the public spotlight more often. Specifically, large enterprises are often 
followed by a large number of analysts who always expect timely information to reinforce and 
review their expectations. Large companies are also under pressure to announce their financial 
reports on time to avoid any speculation on their stock price (Owusu-Ansah, 2000). 
 
Size of company in this study is measured by natural log of year-end total assets.  
 
5.3.3.7 Company Age 
Courtis (1976) found a negative relationship between company age and financial reporting delay 
and concluded that old firms report early. Owusu-Ansah (2000) conducted an empirical 
investigation on timeliness in reporting behaviour of companies in emerging economies, and 
found that the company’s age is one of the control factors that relates to timely reporting by the 
companies. He concluded that company’s age is a statistically-significant explanator of the 
differences in the timeliness of annual reporting. The result of this research suggests that the age 
of the company reflects the ability of the company to survive, compete and take part in the 
business opportunities that exist in the economy (Christy et al., 1996). 
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The life-cycle of a company has explicit long-term goals that can generate financial gain and 
improve company performance. It requires an information system with the capability to provide 
timely information in the learning and growth phase of a company (Kaplan & Norton, 1996). 
Owusu-Ansah (2000) states that when a company develops and accountants learn more about the 
problems faced, the delays could be minimized. As a result, a well-established company of an 
older age tends to be more skilled in gathering, processing and providing information when 
necessary for the learning experience. 
 
Owusu-Ansah (2000) and Courtis (1976) reported that a company’s age is related to the 
timeliness of financial reporting, with similar findings. Courtis (1976) reported that older firms 
reported late and Owusu-Ansah (2000) also reported similar findings. Later studies on Indonesia 
reported that companies’ age was positively related to the timeliness of financial reporting, 
which means older firms report in a timelier manner (Almilia & Setiady, 2006; Catrinasari, 2006; 
Lestari, 2008). 
 
Ideally, the company’s age should be measured based on the founding date of the company 
concerned. Therefore, in this study, the age of company is defined as the incorporation date 
(Jaggi & Tsui, 1999), thus, company age in this study is measured by the financial year of the 
company minus its date of incorporation. 
 
5.3.3.8 Audit Opinion 
Public accountants are in charge of providing assurance as to the truth and fairness of financial 
statements that are prepared by the management. Such assurance is provided in the form of the 
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public accountant’s statement (Hilmi and Ali, 2008). Ahmad and Kamarudin (2003) and Utami 
(2006) reported that firms delay reporting of financial statements if they receive qualified audit 
opinions or are likely to receive such an opinion. This is because the process of audit in that case 
involves negotiating with clients, consulting with more senior audit partners or other technical 
staff, and expansion of the scope of the audit. Similarly, Carslaw and Kaplan (1991) and Hilmi 
and Ali (2008) suggested a qualified audit opinion is bad news and firms generally delay 
communication of bad news. Similar findings were reported by Ahmad and Kamarudin (2003) 
and Sudrajat 2008). 
 
The auditor’s opinion on the fairness of the financial statements is the main product of the 
auditor's audit process. A qualified audit report is often regarded as bad news and will slow down 
the process of audit. This is because the provision of the opinion will involve negotiation 
between the client and the auditor as well as expansion of the scope of the audit. This condition 
is consistent with the results of research conducted by Utami (2006) in Indonesia.  
 
To explain the audit opinion, this thesis uses a dummy variable, that is, ‘1’ if the audit opinion is 
unqualified, and ‘0’ if the audit opinion is other than unqualified. 
 
5.3.3.9 Public Accounting Firm (Audit Firm) Size 
Gilling (1977) reported that big audit firms require less time to complete an audit because they 
are considered to be able to perform the audit more efficiently. This opinion also stems from 
their endeavour to maintain their reputation.  
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DeAngelo (1981) reported that the quality of an audit conducted by bigger audit firms is better in 
quality compared to smaller ones. Timeliness is a characteristic of overall quality (Al-Ajmi, 
2008). In addition, big audit firms have more highly-qualified staff and resources to complete 
audits faster compared to smaller firms. 
 
Rachmawati (2008) and Sudrajat (2009) provided empirical evidence of the positive relationship 
between the size of the public accounting firm (audit firm) and the timeliness of financial 
reporting in Indonesia. 
 
When companies deliver a report or information to the public about the company's performance 
it should be accurate and reliable. Therefore, companies are asked to avail themselves of the 
services of Certified Public Accountants Firms or Kantor Akuntan Publik (KAP). KAP is a 
business entity incorporated under the laws of Indonesia and has obtained a business license 
from the Indonesian Minister of Finance, and is a forum for Public Accountants providing 
services. KAP has affiliations with the Big Four Public Accounting Firms consisting of: 
1. KAP PricewaterhouseCoopers (PwC), in collaboration with KAP Tanudiredja, Wibisana 
Rintis & Partners. 
2. KAP Klynveld Peat Marwick Goerdeler (KPMG), in collaboration with KAP Siddharta 
& Widjaja. 
3. KAP Ernst & Young (EY), in collaboration with KAP Purwantono, Suherman & Surja. 
4. KAP Deloitte Touche Tohmatsu (Deloitte), in collaboration with the KAP Osman Bing 
Satrio & Eny. 
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According to Carslaw and Kaplan (1991) and Che-Ahmad and Abidin (2008), a big public 
accounting firm is more likely to complete an audit in a shorter time because their resources are 
greater than the small public accounting firm’s. Big public accounting firms also have the 
resources to develop audit specialization and expertise in the field and in specific industries so 
that, in the end, the audit can be conducted more efficiently. This is consistent with the results of 
research conducted by Rachmawati (2008) in Indonesia.  
 
Therefore, the size of a company’s audit firm is expected to have a relationship with the 
timeliness of submission of the company’s financial statements. To explain the size or type of the 
audit firm a dummy variable is used — ‘1’ if the audit firm used is a Big Four audit firm, and ‘0’ 
if the audit firm used is a non-Big Four audit firm. 
 
Table 5.2 Variables Definitions and Expected Relationship with Timeliness 
 
 
Variable 
Name 
 
 
Variable 
Definition 
 
 
Measurement 
Expected 
Expected 
Relationship 
With 
Timeliness of 
Financial 
Reporting 
 
 
Source of 
Data 
Dependent Variable 
TIME Timeliness of 
financial reporting 
Timeliness of submission of 
audited annual financial 
statements to the stock exchange 
(no later than March 31) 
 
 
 Financial 
Statements 
Independent Variables 
IFRS Implementation of 
IFRS adoption 
Implementation of the Indonesian 
Statement of Financial 
Accounting Standard (PSAK) that 
adopted IFRS that has a 
significant impact on the company 
Negative Financial 
Statements 
EMFIT Retirement/post-
employment benefit 
plan (pension plan) 
The company policy for defined 
benefit pension plan that is 
calculated by independent actuary 
Negative Financial 
Statements 
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TAX Tax audit The assessment/audit of taxation 
by the tax authority/tax office 
examiners that occurred in the 
company 
Negative Financial 
Statements 
Control Variables 
OPER Complexity of 
operations 
Operational complexity of the 
company 
 Financial 
Statements 
PROFIT Company's 
performance 
The measurement of the 
company's operation result during 
current period 
 Financial 
Statements 
LEV Leverage Tool to measure to what extent a 
company relies on debt to finance 
the company's business 
 Financial 
Statements 
DACC Earnings 
management 
Selection of the accounting policy 
made by the management to 
achieve a certain goal 
 Financial 
Statements 
OWN Structure of 
ownership 
Percentage of ownership structure 
of the company that consists of 
insider and outsider ownership 
(institutional and public 
ownership) 
 Financial 
Statements 
SIZE Size of company The scale of the company as 
defined by the total assets of the 
company 
 Financial 
Statements 
AGE Age of company The length of time that the 
company has been incorporated as 
an operation/business 
 Financial 
Statements 
OPINI Audit opinion Opinion on the fairness of the 
financial statements 
 Financial 
Statements 
AUDIT Audit firm size Measurement to classify the 
size/type of the public accounting 
firm or audit firm 
 Financial 
Statements 
 
5.3.4 Operationalization of Variables 
The operationalization of the research variables is described in the Table 5.3 below: 
Table 5.3 Operationalization of Variables 
 
Variable Name 
 
Definition of Variable 
 
Indicator 
Measurement 
Tool 
 
Scale 
The timeliness of 
submission of the 
company’s 
financial 
statements 
(TIME) 
 
Timeliness of 
submission of audited 
annual financial 
statements to the public 
(no later than March 31) 
Timeliness Timely (1) 
Late (0) 
Nominal 
(Dummy) 
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Variable Name 
 
Definition of Variable 
 
Indicator 
Measurement 
Tool 
 
Scale 
 
Company’s 
implementation 
of IFRS adoption 
(IFRS) 
 
Implementation of 
significant Indonesian 
Statement of Financial 
Accounting Standard 
(PSAK,ISAK and 
PPSAK) that have 
adopted IFRS  
 
Total number 
of IFRS 
Adoption/new 
and revised 
PSAK, ISAK 
and PPSAK 
 
Total Number 
of PSAK,ISAK 
and PPSAK 
adopted IFRS 
which became 
effective from 
2010-2014 
which have a 
significant 
impact on a 
company 
 
Ratio 
Company’s 
retirement benefit 
plan calculation 
by independent 
actuary 
(EMFIT) 
Type of company’s 
retirement/post-
employment plan 
(pension plan) 
Defined 
benefit 
pension plan 
or defined 
contribution 
pension plan 
Defined benefit 
pension plan 
(1); 
Defined 
contribution 
pension plan(0) 
Nominal 
(Dummy) 
Company’s tax 
audit by tax 
authority/tax 
office  
(TAX) 
Measurement to classify 
whether the company 
has been subjected to 
tax examination or 
investigation or 
assessment (tax audit) 
by tax authority/tax 
office 
Subjected to 
tax audit or 
not 
Subjected to 
tax audit (1); 
Not subjected 
to tax audit (0) 
Nominal 
(Dummy) 
Complexity of 
company’s 
operations 
(OPER) 
Operational complexity 
in the company 
Subsidiary Has subsidiary 
(ies) (1); 
Has no 
subsidiary (0) 
Nominal 
(Dummy) 
Performance of 
company 
(PROFIT) 
The measurement of the 
company's operation 
result during current 
period 
Profit/loss Profit (1) 
Loss (0) 
Ordinal 
(Dummy) 
Company’s 
leverage  
(LEV) 
Tool to measure to what 
extent a company relies 
on debt to finance the 
company's business 
Total debt to 
total equity 
ratio 
Total 
Liabilities 
Total Equity 
Ratio 
Company’s 
earnings 
management 
(DACC) 
Selection of the 
accounting policy made 
by the management to 
achieve a certain goal 
Absolute 
value of 
discretionary 
accrual 
Modified Jones 
Model: 
TACCit - (α0 + 
β1(ΔREVit - 
ΔARit) + β 
2PPEit) 
Ratio 
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Ownership 
structure  
(OWN) 
The cumulative 
percentage of shares 
held by the public 
(outsider ownership). 
Total of 
outsider 
ownership 
Total 
percentage of 
public 
ownership 
Ratio 
Company size 
(SIZE) 
The size of a company 
that is measured by total 
assets 
Log of total 
assets 
Natural log of 
year-end total 
assets 
Ratio 
Company age 
(AGE) 
The founding date of 
the company concerned 
Company’s 
date of 
incorporation 
Financial year 
of company 
minus 
company’s date 
of 
incorporation 
Ratio 
Company’s audit 
opinion  
(OPINI) 
Opinion on the fairness 
of the financial 
statements 
Opinion type Unqualified 
Opinion (1); 
Other than 
unqualified 
opinion (0) 
Ordinal 
(Dummy) 
Company’s 
public accounting 
firm (audit firm) 
size (AUDIT) 
Measurement to classify 
the size or type of the 
public accounting firm 
or audit firm 
Big Four 
Audit Firm or 
not 
Big Four Audit 
firm (1); 
Non-Big Four 
Audit firm (0) 
Nominal 
(Dummy) 
 
5.4 Analysis Method 
5.4.1 Descriptive Statistics 
Descriptive statistics are used to provide a description of the frequency distribution of variables 
in this study, the maximum, minimum, average (mean) and standard deviation. 
 
5.4.2 Base Regression Model 
The analysis tool used in this study is performed using logistic regression (logit regression) to 
test the hypothesis. This method is deemed suitable for research in which the dependent variable 
is categorical (nominal) and the independent variable is a mix between continuous variable 
(metric) and categorical (non-metric). The hypothesis testing is done with a multivariate test 
using logistic regression. Logistic regression is similar to discriminant analysis that tests whether 
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the probability of the occurrence of the dependent variable is predicted by the independent 
variable. However, multivariate normal distribution is not met because the independent variable 
is a mix between the continuous variables (metric) and categorical variables (non-metric). Thus, 
this study is analyzed by Logistic Regression because assumption of normality on the 
independent variables is not needed. Furthermore, the logistic or logit regression model has been 
used by previous studies of timeliness of financial reporting in the USA by Givoly and Palmon 
(1992) and Schwartz and Soo (1996), in Australia by Whittred and Zimmer (1984), and in 
Indonesia by Naim (1999). 
 
This study uses the following logistic regression model to analyse the research data and examine 
the associations between the accounting, pension and tax policy factors of the company and the 
timeliness of financial reporting, as follows: 
Ln (TIME/1-TIME) = α+ β1 IFRS + β2 EMFIT + β3 TAX + β4 OPER + β5 PROFIT + β6 LEV 
                  + β7 DACC + β8 OWN + β9 SIZE + β10 AGE + β11 OPINI + β12 AUDIT + ε 
with: 
(i) The base regression model to examine the association of the implementation of IFRS 
adoption with the timeliness of the submission of the company’s financial statements is 
estimated as follows: 
Ln (TIME/1-TIME) = α+ β1 IFRS + β2 OPER + β3 PROFIT + β4 LEV + β5 DACC + β6 OWN 
+ β7 SIZE + β8 AGE + β9 OPINI + β10 AUDIT + ε 
 
(ii) The base regression model to examine the association of the retirement benefit plans with the 
timeliness of the submission of the company’s financial statements is estimated as follows: 
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Ln (TIME/1-TIME) = α + β1 EMFIT + β2 OPER + β3 PROFIT + β4 LEV + β5 DACC + β6 
OWN + β7 SIZE + β8 AGE + β9 OPINI + β10 AUDIT + ε 
 
(iii) The base regression model to examine the association of the tax audits with the timeliness of 
the submission of the company’s financial statements is estimated as follows: 
Ln (TIME/1-TIME) = α+ β1 TAX + β2 OPER + β3 PROFIT + β4 LEV + β5 DACC + β6 OWN 
+ β7 SIZE + β8 AGE + β9 OPINI + β10 AUDIT + ε 
wherein: 
Ln (TIME/1-TIME) = symbol that indicates the probability of timely submission of annual 
financial statements 
β1.....β12  = regression coefficient of each independent variable 
IFRS   = implementation of significant IFRS (PSAK adopted IFRS) 
EMFIT   = presence or absence of defined benefit pension plan 
TAX   = presence or absence of tax audit 
OPER   = presence or absence of subsidiary 
PROFIT   = profit or loss of the company 
LEV   = leverage 
DACC   = earnings management 
OWN   = ownership structure 
SIZE   = company size 
AGE   = company age 
OPINI  = audit opinion 
AUDIT   = audit firm size (audit firm type) 
 138 
 
5.4.3 Model Testing 
This study uses a model in which the dependent variable is the timeliness of submission of the 
company’s financial statements expressed in binary numbers, that is, 1 (one) and 0 (zero), where 
one represents a company that delivers timely financial reports, and zero represents a company 
that is not timely in submitting financial reports (late). 
 
Since the dependent variable is a binary number, the use of linear regression models is less 
precise and, therefore, less appropriate for this study (Ghozali, 2005 and Landau and Everitt, 
2004). Testing of this hypothesis can be more precisely performed using logistic regression 
(Cohen et al., 2002) and Gujarati, 2003). The logistic regression method is used when the 
dependent variable (response) is a dichotomous variable. The dichotomous variable usually 
consists of two values which represent the appearance or absence of an event, that is, usually 0 or 
1. Unlike usual linear regression, logistic regression does not assume a linear relationship 
between independent and dependent variables. Logistic regression is a special case of a 
generalized linear model in which the specified model will follow the pattern of the curve, as 
shown in the figure below: 
 
Figure 5.1 Logistic Regression Model and Linear Regression Model 
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A logistic regression model is derived from a condition in which the probability could not be 
possible to be out from the value of 1 and 0. Figure 5.1 above shows that the relationship 
between an explanatory variable X and the probability of Y is a generalized linear model 
because, although the X amount become higher, the Y amount cannot exceed the interval of 0 to 
1 (restricted by the floor of 0 and ceiling of 1 inherent in probabilities), thus it generates an S-
Shaped curve (a ‘sigmoid’).  
 
The logistic or logit regression model has been previously used for the study of the determinants 
of timeliness of financial reporting by Givoly and Palmon (1982), Schwartz and Soo (1996), 
Whittred and Zimmer (1984), and Naim (1999). Therefore, the logistic regression model is used 
to test whether the variables of financial policy factors, such as implementation of IFRS 
adoption, retirement benefit plans and tax audits, have a relationship with the timeliness of 
submission of the company’s financial statements.  
 
This study does not test for normality of data because, according to Ghozali (2005) and Landau 
and Everitt (2004), logistic regression models do not require the assumption of normality in the 
independent variable. Multivariate normal assumption also cannot be fulfilled because the 
independent variable is a mixture of a continuous (metric) and a categorical (non-metric) 
variable. Cohen et al. (2002) and Gujarati (2003) state that logistic regression ignores 
heteroscedasticity, meaning that it does not require a homoscedasticity-dependent variable for 
each independent variable. However, testing analysis by logistic regression should take notice of 
the following matters: 
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1. Assessing feasibility of regression model (goodness-of-fit) 
Assessment of a feasibility of regression model is conducted by observing the output 
from the Hosmer and Lemeshow with the hypothesis of:  
 H0: There is no real difference between the predicted classifications and observed 
classification. 
H1: There is a real difference between the predicted classifications and observed 
classification. 
 The decision is made with regard to the value of goodness-of-fit measured with the value 
of Chi-Square of the Hosmer and Lemeshow test, as follows: 
a. If the probability > 0.05 then H0 is accepted 
b. If the probability < 0.05 then H0 is rejected 
2. Assessing overall model (Overall model fit) 
The overall model is assessed by using a number of -2 Log Likelihood (LL) at the 
beginning (block Number = 0) and a number of -2 Log Likelihood at block Number = 1. If 
there is a decrease in number of 2 Log Likelihood (block Number = 0 – block Number = 1) 
then, it shows that the regression model used is good. 
 
The testing of hypotheses in this research uses several tests, as below:  
1. Testing the coefficient of determination 
The purpose of this test is to explain to what extent the variation of the dependent 
variable can be explained by the independent variables. The results of this test can be 
seen in figure Nagelkerke’s R Square. In Nagelkerke’s R Square, there is also Cox and 
Snell's R Square. Cox and Snell's R Square is a measurement that copies the size of R
2 
in 
the multiple regression based on the likelihood estimation technique with a maximum 
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value of less than 1 (one). Nagelkerke's R Square is a modification of Cox and Snell’s 
coefficient to ensure that its value varies from 0 to 1. The coefficient of determination 
using Nagelkerke's R Square is obtained by dividing the value of Cox and Snell’s R 
Square with its maximum value. Nagelkerke's R Square value can be interpreted as R
2
 in 
the multiple regressions. 
 
2. Simultaneous testing 
 This test aims to show whether all the independent variables included in the model have 
joint influence on the dependent variable. This test uses the Likelihood Ratio test 
obtained from the results of the Omnibus Tests of Model Coefficients. 
 
 Independent variables as a whole are stated to have a significant effect on the dependent 
variable if the p value (sig) is smaller than the significance level (α). The significance 
level adopted in this study is α = 5%. This means that if the p value (sig) is smaller than 
5% of the overall independent variables it has a significant effect on the dependent 
variable. 
 
3. The regression coefficients test (partial) 
 In general, the purpose of the statistical analysis is to find a model that has a fit and 
strong linkage between the model and the existing data. Testing the significance of 
parameter (coefficient β) can be done partially through the Wald test. The use of Wald is 
intended for determining to what extent the influence of the individual independent 
variables explain the variation of the dependent variable. 
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 Individual independent variables are stated to have a significant effect on the dependent 
variable when the p value (sig) is smaller than the significance level (α). The significance 
level adopted in this study is α = 5%. Thus, if the p value (sig) is smaller than 5% then 
the individual independent variables are stated to have a significant effect on the 
dependent variable. 
 
5.5 Conclusion 
This chapter presents the sample, data, and research method used to investigate the RQ, sub-
RQ1, sub-RQ2 and sub-RQ3. The timeliness of submission of the company’s financial statement 
is measured by comparing it with a category of companies that submitted the financial reports 
on-time and companies that submitted the financial reports late. This chapter presents the method 
used to test whether financial policy factors, such as implementation of IFRS adoption, 
retirement benefit plans and tax audits, are associated with timeliness of financial reporting by 
companies in Indonesia. Logit regression analysis is used in testing H1–H3. For the robustness 
test, this study uses longitudinal analysis as a method to test the hypotheses. The independent 
variables include the test variables of implementation of significant IFRS adoption (H1), defined 
benefit pension plan (H2) and tax audit (H3), as well as control variables such as complexity 
operation, company performance, leverage, earnings management, ownership structure, company 
size, company age, audit opinion and audit firm size. The measurements of all variables, 
including other measures, are explained in this chapter. The next chapter presents and analyses 
the findings and results, with discussion and analysis from testing the hypotheses. 
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CHAPTER 6: ASSOCIATION BETWEEN FINANCIAL POLICY FACTORS AND 
TIMELINESS OF CORPORATE FINANCIAL STATEMENTS IN INDONESIA –                
AN EMPIRICAL ANALYSIS 
 
6.1 Introduction 
After outlining the literature review, theory and research methods as the background to this 
study, the following is presented regarding the results of the research.  
 
This chapter presents the results of the study and provides an analysis of the thesis results. 
Section 6.2 provides detail on the result of the testing of earnings management analysis. Section 
6.3 discusses the descriptive statistics presented along with the correlation results. This is 
followed by Section 6.4 which presents and discusses the result of the regression analysis. 
Lastly, section 6.5 concludes the chapter. 
 
6.2 Analysis of Earnings Management Testing 
Earnings management is used in this research as one of the control variables. Discretionary 
accruals are used to calculate the earnings management that is measured by using a Modified 
Jones multiple regression model, as described in the previous chapter. A regression model will 
be used for the prediction if it meets a number of the following assumptions: 
1. Normality test 
Normality test is used to determine whether in a regression model the value of the regression 
residuals has a normal distribution. To create a good regression model, the distribution should 
have normal or near-normal data. This test can be done by using the Kolmogornov Smirnov test 
 144 
 
to give more confidence and reduce the possibility of subjectivity if compared with the tests 
using graphs. 
2. Multicollinearity Test 
Multicollinearity testing is used to determine whether there is a strong relationship between the 
independent variables. In a good model, a strong relationship between the independent variables 
is not found. One way to detect the presence of multicollinearity, among others, is by using the 
Variance Inflation Factor (VIF). In general, multicollinearity is not considered a significant 
problem if the VIF is smaller than 10. 
3. Homoscedasticity test 
Homoscedasticity testing is done to determine whether the case in a regression model shows 
residual variance inequality from one observation to another. To detect whether there is 
heteroscedasticity, the Spearman Rank Correlation Test is used. In the Spearman Rank 
Correlation Test, if a significant correlation value Sig. (2-tailed) of each independent variable 
with the residual value is greater than the level of significance (α) study, then it can be concluded 
that there is no heteroscedasticity in the research model. The level of significance adopted in this 
study is α = 5%. This means that if the significant of correlation value Sig. (2-tailed) of each 
independent variable with a residual value of less than 5%, it can be concluded that there is 
heteroscedasticity in the research model. If the significant of correlation value Sig. (2-tailed) of 
each independent variable with the residual value is greater than 5%, then it can be concluded 
that there is no heteroscedasticity or it is characterized as homoscedasticity.  
4. Autocorrelation test 
Autocorrelation testing is used to determine whether the linear regression model has a correlation 
between error terms in period t with the error in period t-1 (previously). The detection of these 
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symptoms can be achieved by using the Durbin Watson test. Therefore, as an initial step in this 
research, it is assumed that the test uses a sample that has been designated as initial data for 140 
companies for 5 years, or the equivalent of 700 firm years. After completing the normality test, it 
is noted that the data collected did not pass the normality test. 
 
Table 6.1 Early Normality Test of Discretionary Accruals 
2010      2011 
 
 
2012      2013 
 
 
2014 
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Normality is met if the test results are not significant to a level of significance (α) (usually α = 
0.05). Conversely, if the results of the test data are significant then normality is not met. From 
the above tables from 2010 to 2014 it can be seen that the p value (Sig.) of 2012, 2013 and 2014 
data are 0.001, 0.000 and 0.000, respectively, so that the p value is (Sig.) < α; (0.001<0.05), 
(0.000<0.05) and (0.000<0.05), respectively. Therefore, it can be concluded that the data did not 
meet the assumptions of normality. 
 
 
In order to obtain normal data, researchers conduct an outlier test to be able to produce better 
data. Outlier test in this study is using the z-score method. Z-score value for skewness and 
kurtosis of a normal distribution is ± 2.58. So, if the values for skewness and kurtosis are outside 
the range, it can be said that the distribution is not normal (Black, 2008; Anderson et al., 2008). 
 
 
After conducting the z-score test, from the data processed it is known that there are 30 firm-year 
observations that should be taken out because the data in the observations have the value of total 
accruals, the value of delta income reduced by delta receivables, and the value of fixed assets 
which are considered as outlier data. For example, in 2012 PT Sugih Energy Tbk had a high 
amount of delta income reduced by delta receivables which amounted to -5.03 (average 0.07), 
with the value of fixed assets amounting to 73 (average 0.92). Hence, after removing 6 samples 
in each year, the remaining 114 samples for each year could be used for the analysis, resulting in 
a final sample of 570 firm-years. The normality test results after removing the outliers can be 
seen in Table 6.2. 
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Table 6.2 Discretionary Accruals Normality Test after Outlier 
2010      2011 
 
 
2012       2013 
 
2014 
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From the Table 6.2 above shows that, for 2010 data the p value (Sig.) is 0.066, so the p value 
(Sig. > α (0.066 > 0.05), for 2011 data the p value (Sig.) is 0.312, so the p value (Sig. > α (0.312 
> 0.05), for 2012 data the p value (Sig.) is 0.299, so the p value (Sig. > α (0.299 > 0.05), for 2013 
the p value (Sig.) is 0.202, so the p value (Sig. > α (0.202 > 0.05), for 2014 data the p value 
(Sig.) is 0.203, so the p value (Sig. > α (0.203 > 0.05). Therefore, it can be concluded that all 
data from 2010 to 2014 have met the normality assumptions. 
 
Table 6.3 Earnings Management Model 2010 
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Table 6.4 Earnings Management Model 2011 
 
 
Table 6.5 Earnings Management Model 2012 
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Table 6.6 Earnings Management Model 2013 
 
 
Table 6.7 Earnings Management Model 2014 
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Tables 6.3 to 6.7 above shows that there is no multicollinearity relationship in this regression 
model because the VIF values for both independent variables from 2010 to 2014 data for each 
year are 1.013, 1.007, 1.002, 1.037 and 1.007, respectively, which is much smaller than the limit 
of 10. 
 
The results of the Spearman Rank Correlation Test above shows that each independent variable 
correlation with the residual value is greater than the level of significance (α) research. For 2010, 
the values of Sig. (2-tailed) for the correlation of independent variables REV_AR and PPE are 
0.306 and 0.216, respectively. For 2011, the values of Sig. (2-tailed) for the correlation of 
independent variables REV_AR and PPE are 0.739 and 0.391, respectively. For 2012, the values 
of Sig. (2-tailed) for the correlation of independent variables REV_AR and PPE are 0.357 and 
0.492, respectively. For 2013, the values of Sig. (2-tailed) for the correlation of independent 
variables REV_AR and PPE are 0.135 and 0.682, respectively. For 2014, the values of Sig. (2-
tailed) for the correlation of independent variables REV_AR and PPE are 0.881 and 0.433, 
respectively. These imply that the levels of significance of Sig. (2-tailed) for the correlation of 
each independent variable with the residual value for each year from 2010 to 2014 are all greater 
than 5%, so it can be concluded that there is no heteroscedasticity in the research model. 
 
An autocorrelation test using the Durbin-Watson (DW) table with decision of no autocorrelation 
in the model is that if the value of dU<d<4-dU. Based on DW table with a significance value of 
5%, k=2, and n=114 resulted value of 1.67681 dL and dU value of 1.71217. Therefore, it 
obtained the value of 4-dU (4-1.71217) is 2.28783. From Tables 6.3 to 6.7 above, it is found that 
the model resulted in a value of d in 2010 is 1.912, 2011 is 2.109, 2012 is 2.008, 2013 is 1.702 
and 2014 is 1.698. Hence, with those values, it can be concluded that there are no autocorrelation 
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in all models because the value of dU<d<4-dU for all data from 2010 to 2014 are all met which 
in 2010 is (1.67681<1.912<2.28783), in 2011 (1.67681<2.109<2.28783), in 2012 
(1.67681<2.008<2.2878), in 2013 (1.67681<1.702<2.28783) and in 2014 
(1.67681<1.698<2.28783). 
 
The result of total accruals regression shows that the values of R
2 of 2010 is 0.125, 2011 is 0.108, 
2012 is 0.119, 2013 is 0.152 and 2014 is 0.197. This shows that in 2010, amounting to 12.5% of 
the variable of total accruals can be explained by the variable of changes in revenue reduced by 
changes in accounts receivable and the variable of fixed assets for the year 2010 observations, in 
2010 is 10.8%, in 2011 is 11.9% , in 2013 is 15.2% and in 2014 is 19.7 %. F test results also 
show that the result is statistically significant where the values of F of 2010 is 0.001, 2011 is 
0.002, 2012 is 0.001, 2013 is 0.000 and 2014 is 0.000, those are all smaller than the value of α 
(0.05). These imply that the variable of changes in revenue, reduced by changes in accounts 
receivable and the variable of fixed assets, jointly affect the variable of total accruals. However, 
the t-test analysis on the independent variables from 2010 to 2014 mostly show only the variable 
of fixed assets which significantly affects the variable of total accruals, except for 2010 where 
both variables of changes in revenue reduced by changes in account receivables and fixed assets 
significantly affect the variable of total accruals. 
 
Table 6.8 Descriptive Statistics of Discretionary Accruals 
2010      2011 
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2012      2013 
 
2014 
 
 
After testing that the regression model has passed for all test assumptions and fit to be used, then 
the estimate of the coefficient α0, β1 and β2 that resulted from the regression can be used to 
estimate the non-discretionary accruals. Tables 6.3 to Table 6.7 shows that data of estimated 
coefficients α0, β1 and β2, for 2010 which each worth 0.045, -0.141 and -0.074, for 2011 which 
each worth 0.011, 0.076 and -0.084, for 2012 which each worth 0.005, 0.054 and -0.071, for 
2013 which each worth 0.041, 0.038 and -0.102, and for 2014 which each worth 0.039, 0.085 
and -0.102, therefore, NDA equations from 2010 to 2014 for each year are as follows: 
 
For 2010: NDAit  = 0,045 - 0,141(ΔREVit - ΔARit) - 0,074PPEit 
For 2011: NDAit  = 0,011 + 0,076(ΔREVit - ΔARit) - 0,084PPEit 
For 2012: NDAit  = 0,005 + 0,054(ΔREVit - ΔARit) - 0,071PPEit 
For 2013: NDAit  = 0,041 + 0,038(ΔREVit - ΔARit) - 0,102PPEit 
For 2014: NDAit  = 0,039 + 0,085(ΔREVit - ΔARit) - 0,102PPEit 
 
The NDA value of each company is then used to calculate the value of DACC by subtracting the 
value of NDA from the value of TACC (DACCit = TACCit – NDAit). Because this study does 
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not aim to see whether discretion is used to increase or decrease profits, the value of DACC that 
will be used is the absolute value of the calculation result. 
 
6.3 Results - Data Analysis 
6.3.1 Status of timeliness of corporate financial statements - Descriptive statistics 
As an initial review of the research of data, the following will present a summary of the data in 
the form of descriptive statistics for each variable. The original samples used equate to as much 
as 600 firm years. However, in the processing of discretionary accruals models, which is one of 
the control variables used in this study, outliers data can be found. To produce a good model, the 
data outliers are removed so that the final sample data used equal 570 firm years. 
 
The variables used in this research are financial policy factors such as implementation of IFRS 
adoption, retirement benefit/pension plans and tax audits. The company attributes and audit 
factors that are considered as control variables are proxied by the complexity of company 
operation, company performance, leverage, earnings management, ownership structure, company 
size, company age, audit opinion, and audit firm size. 
Table 6.9 Timeliness of Submission of Financial Statements 2010-14 (Year by Year) 
Company 
Category 
Research Year 
2010 2011 2012 2013 2014 
Total % Total % Total % Total % Total % 
Timely 
company 
105 92% 100 88% 84 74% 95 83% 91 80% 
Late 
company 
9 8% 14 12% 30 26% 19 17% 23 20% 
 
Table 6.10 Timeliness of Submission of Financial Statements 2010-2014 (Total) 
Category of Company Total Percentage 
Timely company 475 83% 
Late company 95 17% 
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Table 6.10 shows the total number of companies that are timely or late in submitting annual 
financial statements for the period 2010 to 2014. A total of 95 companies, or 17 % of the total 
observation, have not submitted financial statements on time. Based on data collected by the 
researcher, it is found that PT Matahari Putra Prima is fastest in submitting annual financial 
reports in 2010 for the period to January 21, 2011, while the slowest to submit annual financial 
reports for the period of 2010 is PT Modernland Realty Ltd. Tbk, dated June 1, 2011. In 2011, 
the fastest is PT XL Axiata Tbk submitted on January 31, 2012 and the slowest is PT Apexindo 
Pratama Duta Tbk on June 1, 2012. In 2012, the fastest is PT XL Axiata Tbk submitted on 
January 31, 2013, and the slowest is PT Elang Mahkota Teknologi Tbk on June 10, 2013. In 
2013, the fastest is PT XL Axiata Tbk submitted on January 31, 2014 and the slowest is PT Tiga 
Pilar Sejahtera Food Tbk on April 24, 2014. In 2014, the fastest is PT XL Axiata Tbk submitted 
on January 31, 2015, and the slowest is PT Berau Coal Energy Tbk on August 25, 2015.  
 
Based on the IDX Fact Book (2014), the companies that listed on the IDX are divided into eight 
industry types, namely: agricultural industry; mining; basic industries and chemicals; 
miscellaneous industry; consumer goods industry; property, real estate and building construction; 
infrastructure, utilities and transportation; finance and trade, services and investment. Table 6.11 
illustrates the distribution of timely submitting the financial report from 2010 to 2014 by industry 
except for the financial industry because it is not included in the sample. 
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Table 6.11 Distribution in the Timeliness of Submission 2010-2014 by Type of Industry 
 
 
Table 6.11 above shows that most companies that submit financial reports late come from the 
trade, services and investment industry. As many as 30 observations, or about 32% of the total 
late observations from 2010 to 2014, resulted from 17 companies over those 5 years. They were 
followed by the mining industry where as many as 21 observations showed that companies did 
not submit financial reports on time, and approximately 22% of the overall late observations 
from 2010 to 2014, resulted from 11 companies over those 5 years. 
 
Descriptive statistics is related to the data collection and ranking that describes the characteristics 
of the samples used in this study. The analysis includes the average value (mean), the extreme 
values which are the minimum and maximum values, and standard deviation. The independent 
variables and control variables in this study consist of a variable with a ratio scale, either ordinal 
or nominal. The variable of complexity of company operations, company performance, defined 
benefit pension plan, audit firm size and tax audit are variables with a nominal scale, and the 
audit opinion variable has an ordinal scale. The nominal scale is used to measure categories or 
groups. It has two or more categories which do not have an intrinsic order, meaning there is no 
intrinsic ordering of the levels of the categories (the values represent categories with no intrinsic 
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ranking). Since this figure only serves as a category label without intrinsic value, it is not 
appropriate to calculate the average value (mean) and standard deviation of the variable. 
 
Table 6.12 Descriptive Statistics of Research Independent and Control Variables 
Descriptive Statistics 
 N Minimum Maximum Mean Std. Deviation 
IFRS 570 0 13 1.96 2.017 
EMFIT 570 0 1 .35 .478 
TAX 570 0 1 .63 .484 
LEV 570 .00388 47.73 .7234 12.70986 
DACC 570 .0008 .6956 .073261 .0752599 
OWN 570 1% 94% 32.02% 19.022% 
SIZE 570 9.09 26.19 21.3861 3.13603 
AGE 570 1 85 28.43 14.243 
OPER 570 0 1 .92 .275 
PROFIT 570 0 1 .91 .293 
AUDIT 570 0 1 .60 .490 
OPINI 570 0 1 .99 .118 
Valid N (listwise) 570     
 
Table 6.12 above shows the descriptive statistics on the independent variable of the 
implementation of IFRS (IFRS) and the control variables of leverage (LEV), earnings 
management (DACC), ownership structure (OWN) company size (SIZE) and company age 
(AGE). The nominal variables are the independent variables of defined benefit pension plan 
(EMFIT) and tax audit (TAX), and the control variables of complexity of company operation 
(OPER), company performance (PROFIT) and audit firm size (AUDIT) and an ordinal variable 
that is the control variable of audit opinion (OPINI), can all be seen in the frequency table (Table 
6.19).  
 
Implementation of IFRS is calculated based on the number of IFRS adopted by companies in 
their financial reports in each year from 2010 to 2014, and has a significant impact on the 
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completion of the financial statements. These data were obtained from companies’ financial 
reports. Companies each year need to disclose the number of significant PSAK out of the new 
PSAKs. 
 
From to 2010 to 2014 there were 83 PSAKs that have adopted IFRS. Table 6.12 shows that the 
lowest value is nil, which means none of the implementations of PSAK adopted IFRS had a 
significant impact on the financial statements of the company. There were 167 observations, or 
29.3%, of the total of observations that claim that none of the implementation of PSAKs adopted 
IFRS had a significant impact on the financial statements of the company. Those results are from 
109 companies’ financial statements during 2010 to 2014. PT Aneka Tambang (Persero) Tbk and 
PT Indosat Tbk are the companies with the highest number of implementations of PSAKs 
adopted IFRS that have had a significant impact on the completion of financial reports, that is, as 
many as 13 PSAKs during 2011 and 2012, respectively. On average, the company applied 
approximately 2 PSAKs that have had a significant impact, with a standard deviation of about 2 
PSAKs. 
 
In 2010 there were 8 PSAKs that adopted IFRS. Three companies claimed that none of the 
implementations of IFRS had a significant impact on the financial statements of the company. 
PT Aneka Tambang (Persero) Tbk has the highest number of implementations of PSAKs 
adopted IFRS that had a significant impact on the completion of financial reports, as many as 4 
PSAKs. On average, the company applied approximately 2 PSAKs that have had a significant 
impact, with a standard deviation of about 1 PSAK. 
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In 2011, there were 24 PSAKs adopted IFRS. Two companies claimed that none of the 
implementations of PSAK adopted IFRS had a significant impact on the financial statements of 
the company. PT Aneka Tambang (Persero) Tbk had the highest number of implementations of 
PSAK adopted IFRS that had a significant impact on the completion of financial reports, as 
many as 13 PSAKs. On average, the company applied approximately 4 PSAKs that had a 
significant impact, with a standard deviation of about 2 PSAKs. 
 
In 2012, two companies claimed that none of the implementations of PSAK adopted IFRS had 
had a significant impact on the financial statements of the company. PT Indosat Tbk had the 
highest number of implementations of PSAK adopted IFRS that had a significant impact on the 
completion of financial reports, as many as 13 PSAKs. On average, the company applied 
approximately 3 PSAKs that had significant impacts, with a standard deviation of about 2 
PSAKs. 
 
In 2013 there were 6 PSAKs that adopted IFRS. Fifty-eight companies claimed that none of the 
implementations of PSAK adopted IFRS had a significant impact on the financial statements of 
the company. PT Jaya Real Property Tbk had the highest number of implementations of PSAK 
adopted IFRS that had a significant impact on the completion of financial reports, as many as 3 
PSAKs. On average, the company applied approximately 1 PSAK that had a significant impact, 
with a standard deviation of about 1 PSAK. 
 
In 2014 there were 4 PSAKs that adopted IFRS. One hundred and two companies claimed that 
none of the implementations of PSAK adopted IFRS had a significant impact on the financial 
statements of the company. PT Astra International Tbk had the highest number of 
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implementations of PSAK adopted IFRS that had a significant impact on the completion of 
financial reports, as many as 4 PSAKs. On average, the company applied no PSAKs that had a 
significant impact, with a standard deviation of about 1 PSAK. 
Table 6.13 Distribution of Total Implementation of Significant IFRS Adoption 
 
 
 
Table 6.14 Distribution of Significant Impact of PSAK Adopted IFRS on Companies in 
2010 
Standards and interpretations which became effective in 2010 
Total companies 
with significant 
impact of the 
new standards 
PSAK No. 5 (Revised 2009) Operating Segments 2 
PSAK No. 16 (Revised 2007) "Fixed Assets" 1 
PSAK No. 26 (Revised 2008) "Borrowing Cost" 15 
PSAK No. 50 (Revised 2006) "Financial Instruments: Presentation and 
Disclosures" 111 
PSAK No. 55 (Revised 2006) "Financial Instruments: Recognition and 
Measurement" 108 
PSAK 57 (Revised 2009) “Provisions, Contingent Liabilities and Contingent 
Assets” 1 
PPSAK No. 1 "Withdrawal of PSAK 32 Accounting for Forestry; PSAK 35 
Accounting for Telecommunication Services); and PSAK 37 Accounting for Toll 
Roads" 3 
PPSAK No. 3 "The revocation of PSAK 54 Accounting for Trouble Debt 
Restructuring" 1 
Total Significant IFRS Total Companies Percentage
0 167 29.3%
1 78 13.7%
2 159 27.9%
3 81 14.2%
4 26 4.6%
5 23 4.0%
6 21 3.7%
7 4 0.7%
8 4 0.7%
9 1 0.2%
10 2 0.4%
11 1 0.2%
12 1 0.2%
13 2 0.4%
Total 570 100%
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Table 6.15 Distribution of Significant Impact of PSAK Adopted IFRS to Company in 2011 
Standards and interpretations which became effective in 2011 
Total companies 
with significant 
impact of the 
new standards 
PSAK No. 1 (Revised 2009) “Presentation of Financial Statements” 110 
PSAK No. 2 (Revised 2009) “Statements of Cash Flows” 11 
PSAK No. 3 (Revised 2010) “Interim Financial Reporting” 6 
PSAK No. 4 (Revised 2009) “Consolidated and Separate Financial Statements” 63 
PSAK No. 5 (Revised 2009) “Operating Segments” 33 
PSAK No. 7 (Revised 2010) “Related Party Disclosures” 71 
PSAK No. 8 (Revised 2010) “Events after the Reporting Period” 16 
PSAK No. 12 (Revised 2009) “Interests in Joint Ventures” 4 
PSAK No. 15 (Revised 2009) “Investments in Associates” 6 
PSAK No. 19 (Revised 2010) “Intangible Assets” 4 
PSAK No. 22 (Revised 2010) “Business Combinations” 44 
PSAK No. 23 (Revised 2010) “Revenue” 1 
PSAK No. 25 (Revised 2009) “Accounting Policies, Changes in Accounting 
Estimates and Errors” 21 
PSAK No. 48 (Revised 2009) “Impairment of Assets” 35 
PSAK No. 57 (Revised 2009) “Provisions, Contingent Liabilities and Contingent 
Assets” 8 
PSAK No. 58 (Revised 2009) “Non-Current Assets, Held for Sale and 
Discontinued Operations” 2 
ISAK No. 7 “Consolidation of Special Purpose Entities” 1 
ISAK No. 9 “Changes in Existing Decommissioning, Restoration and Similar 
Liabilities” 5 
ISAK No. 10 “Customer Loyalty Programs” 6 
ISAK No. 11 “Distribution of Non-cash Assets to Owners” 1 
ISAK No. 12 “Jointly Controlled Entities: Non-monetary Contributions by 
Venturers” 1 
ISAK No. 14 “Intangible Assets - Website Costs” 1 
ISAK No. 17 “Interim Financial Reporting and Impairment” 2 
Withdrawal of accounting standards: PSAK No. 6 - Accounting and Reporting for 
Development-Stage Entities; PSAK No. 21 - Accounting for Equity; PSAK No. 40 
- Accounting for Changes in Equity of Subsidiaries or Associates (withdrawn 
through PSAK 15 Revised 2009); ISAK No. 1 - Determining Market Price of 
Dividends; ISAK No. 2 - Presentation of Capital in the Balance Sheet and 
Subscription Receivables; and ISAK No. 3 - Accounting for Donations or 
Endowments. 0 
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Table 6.16 Distribution of Significant Impact of PSAK Adopted IFRS to Company in 2012 
Standards and interpretations which became effective in 2012 
Total companies 
with significant 
impact of the 
new standards 
PSAK No. 1 (Revised 2009) “Presentation of Financial Statements” 2 
PSAK No. 10 (Revised 2010) “The Effects of Changes in Foreign Exchange Rates” 26 
PSAK No. 13 (Revised 2011) – Investment Property 10 
PSAK No. 16 (Revised 2011) – Fixed Assets 14 
PSAK No. 18 (Revised 2010) – Accounting and Reporting by Retirement Benefit 
Plans 
0 
PSAK No. 22 Business Combinations 2 
PSAK No. 24 (Revised 2010) “Employee Benefits” 65 
PSAK No. 26 (Revised 2011) – Borrowing Costs 5 
PSAK No. 28 (Revised 2010) – Accounting for Loss Insurance 0 
PSAK No. 30 (Revised 2011) – Leases 6 
PSAK No. 33 (Revised 2011), “Stripping Activities and Environmental 
Management in General Mining” 
8 
PSAK No. 34 (Revised 2010) – Construction Contracts 3 
PSAK No. 36 (Revised 2010) – Accounting for Life Insurance 0 
PSAK No. 45 (Revised 2011) – Financial Reporting of Non-Profit Organizations 0 
PSAK No. 46 (Revised 2010) – Income Taxes 17 
PSAK No. 50 (Revised 2010) – Financial Instruments: Presentation 18 
PSAK No. 53 (Revised 2010) – Share-Based Payments 1 
PSAK No. 55 (Revised 2011) – Financial Instruments: Recognition and 
Measurement 
12 
PSAK No. 56 (Revised 2011) – Earnings per Share 5 
PSAK No. 60 “Financial Instruments: Disclosures” 83 
PSAK No. 61 – Accounting for Government Grants and Disclosure of Government 
Assistance 
0 
PSAK No. 62 (Revised 2010) – Insurance Contracts 1 
PSAK No. 63 (Revised 2010) – Financial Reporting in Hyperinflationary 
Economies 
0 
PSAK No. 64 “Exploration and Evaluation of Mineral Resources” 12 
PSAK No. 110 Accounting for Sukuk 3 
ISAK No. 13 Hedges of a Net Investment in a Foreign Operation 1 
ISAK No. 15 The Limit on a Defined Benefit Asset, Minimum Funding 
Requirements and their Interaction 
2 
ISAK No. 16 Service Concession Arrangements 4 
ISAK No. 18 Government Assistance - No Specific Relation to Operating 
Activities 
0 
ISAK No. 19 Applying the Restatement Approach under PSAK 63: Financial 
Reporting in Hyperinflationary Economies 
0 
ISAK No. 20 Income Taxes - Changes in the Tax Status of an Entity or its 
Shareholders 
2 
ISAK No. 22 Service Concession Arrangements: Disclosure 1 
ISAK No. 23 Operating Leases - Incentives 1 
ISAK No. 24 Evaluating the Substance of Transactions Involving the Legal Form 
of a Lease 
1 
ISAK No. 25 Land Rights 27 
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ISAK No. 26 Reassessment of Embedded Derivatives 2 
PPSAK 7 Withdrawal of PSAK 44, Accounting of Real Estate Development 
Activities 
9 
PPSAK 8 Withdrawal of PSAK No. 27 – Accounting for Cooperatives 0 
PPSAK 9 Withdrawal of ISAK No. 5 – Reporting Changes in Fair Value of 
Securities included in Available for Sale Investment 
0 
PPSAK 11 Withdrawal of  PSAK No. 39 – Accounting for Joint Operations 0 
Withdrawal of accounting standards: PSAK No. 11 - Translation of Financial 
Statements in Foreign Currencies; PSAK No. 27 - Accounting for Cooperatives; 
PSAK No. 29 - Accounting for Oil and Gas; PSAK No. 39 - Accounting for Joint 
Operations; PSAK No. 52 - Reporting Currency; ISAK No. 4 - Allowed 
Alternative Accounting Treatment on Exchange Difference; and ISAK No. 5 -
Reporting Changes in Fair Value of Securities included in Available for Sale 
Investment. 
0 
 
Table 6.17 Distribution of Significant Impact of PSAK Adopted IFRS to Company in 2013 
Standards and interpretations which became effective in 2013 
Total companies 
with significant 
impact of the 
new standards 
PSAK 38 Accounting for Restructuring Under Common Control Entities 42 
PSAK 60 Financial Instrument : Disclosure 24 
ISAK 21 Agreements for Construction for Real Estate 0 
ISAK 29 Stripping Cost in the Production Phase of a Surface Mine 2 
PPSAK 7 withdrawal of PSAK 44: Accounting for Real Estate Development 
Activities 
0 
PPSAK 10 Withdrawal of PSAK 51: Quasi Reorganisation 1 
 
Table 6.18 Distribution of Significant Impact of PSAK Adopted IFRS to Company in 2014 
Standards and interpretations which became effective in 2014 
Total companies 
with significant 
impact of the 
new standards 
ISAK 27 Transfer Assets from Customer 3 
ISAK 28 Extinguishing Financial Liabilities with Equity Instrument 3 
ISAK 29 Stripping Cost in the Production Phase of Surface Mine 10 
PPSAK 12 Revocation of PSAK 33: Stripping Activity and Environmental 
Management at General Mining 9 
 
 
Tables 6.14 to 6.18 show that the most significant impact of PSAK adopted IFRS on the 
company's financial statements during 2010 to 2014 was PSAK 50 (Revised 2006) "Financial 
Instruments: Presentation and Disclosures", adopted from IFRS (IAS 32 and IAS 39). A total of 
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111 companies, or about 97%, of the total samples considered PSAK 50 was the most 
significant. PSAK 50 had a significant impact on the preparation of financial statements. PSAK 
50 contains the requirements for the presentation of financial instruments and identifies 
information that should be disclosed. The presentation requirements apply to the classification of 
financial instruments, from the perspective of the company, into financial assets, financial 
liabilities and equity instruments; the classification of related interest, dividends, losses and 
gains; and the circumstances in which financial assets and financial liabilities should be offset. 
This PSAK adopted IFRS requires the disclosure of, among other things, information about 
factors that affect the amount, timing and certainty of an entity’s future cash flows relating to 
financial instruments, and the accounting policies applied to those instruments.  
 
The other most significant impact PSAK adopted IFRS on a company's financial statements 
during 2010 to 2014 was PSAK No. 1 (Revised 2009), “Presentation of Financial Statements” 
adopted from IFRS (IAS 1), with 110 companies, or about 96% of the total observation, 
considering that PSAK 1 had a significant impact on the preparation of financial statements. 
PSAK 1 (Revised 2009) prohibits the presentation of items of income and expense (that is, “non-
owner changes in equity”) in the statement of changes in equity, requiring “non-owner changes 
in equity” to be presented separately from owner changes in equity. All “non-owner changes in 
equity” are required to be shown in a performance statement. The revised standard also required 
companies to choose whether to present one performance statement (the statement of 
comprehensive income), or two statements (the income statement and statement of 
comprehensive income). All items of income or expenses are to be presented as arising from the 
entity’s ordinary activities. Where companies restate or reclassify comparative information, they 
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will be required to present a restated statement of financial position as at the beginning of the 
comparative period, in addition to the current requirement to present balance sheets at the end of 
the current period and comparative period. 
 
Leverage describes the debt-to-equity ratio. The larger the company's debt-to-equity ratio, the 
greater the amount of debt compared to its equity level, which means the more likely the 
company is experiencing financial difficulties. Based on Table 6.12, descriptive statistics results, 
the lowest leverage is 0.00388 scored by PT Inti Agri Resources Tbk. The greatest leverage 
value is by PT Bumi Resources Tbk, that is, equal to 47.731875. The average value of leverage 
is 0.723438, with a standard deviation of 12.70986. 
 
Earnings management is viewed from the absolute value of discretionary accruals (DACC). The 
larger the value of the company’s DACC, the greater the earnings management that is done by 
the company. From Table 6.12, descriptive statistics results, it is known that the lowest value of 
DACC is equal to 0.000820, scored by PT Jaya Real Property Tbk, while the highest value of 
DACC is 0.695635, by PT Matahari Department Store Tbk. The average value of DACC is 
0.073261, with a standard deviation of 0.0752599. The higher the value of the DACC, the more 
earnings management is done, either by raising or lowering the corporate profits. 
 
In this study, ownership structure is defined as the cumulative percentage of shares held by the 
public (outsider ownership). The larger the outsider ownership, the greater the pressure on 
company management to provide information to the owner for decision-making. From Table 
6.12, descriptive statistics results, the lowest outsider ownership is 1% for PT Bentoel 
Internasional Investama Tbk, while the highest percentage of outsider ownership is 94%, by PT 
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Kawasan Industri Jababeka Tbk. The average value of outsider ownership is 32%, with a 
standard deviation of 19%. 
 
Size of company in this study is measured by using log total assets. The larger the company’s 
total assets, the greater the information that should be presented and disclosed by the company. 
From Table 6.12, descriptive statistics results, the smallest company size is 9.09, namely, PT 
Golden Eagle Energy Tbk, while the biggest company size is PT Astra International Tbk, equal 
to 26.19. The average value of size of the company is 21.3861, with a standard deviation of 
3.1360. 
 
The company age is defined using the incorporation date of the company. The higher the 
company age, the more well-established the company is for gathering, processing and providing 
information. From Table 6.12, descriptive statistics results, the lowest company age is 1, that is, 
PT Indofood CBP Sukses Makmur Tbk, while the highest company age is PT Multi Bintang 
Indonesia Tbk at 85. The average value of age of the company is 28, with a standard deviation of 
14. 
 
Table 6.19 provides an overview of the observation for the independent variables of retirement 
benefit plan (EMFIT) and tax audit (TAX), and the control variables of complexity of company 
operation (OPER), company performance (PROFIT), audit firm size (AUDIT) and audit opinion 
(OPINI), as follows: 
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Table 6.19 Frequency Table 
 
 
 
The independent variable of retirement benefit plan is measured by using a dummy variable with 
the category is that for a company with defined benefit pension plan in the category of 1 and the 
company without defined benefit pension plan in the category of 0. For a company that provides 
defined benefit pension plans to the employees, the company is coded (1), while a company that 
provides defined contributions pension plan (not defined benefits), the company is coded (0). 
Based on the resulting frequency table, there were 369 observations (64.7 percent) that were not 
providing a defined benefit pension plan, while the number of providing a defined benefit 
pension plan is 201 (35.3 percent). 
 
The independent variable, tax audit, is measured using a dummy variable with a company that 
has been audited by the tax authority in category of 1, a company that has not been audited by 
the tax authority in category of 0. Based on the resulting frequency table, there were 212 
observations (37.2 percent) in which a tax audit had not occurred, while 358 (62.8 percent) had 
been tax audited. 
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A company that has a subsidiary is coded (1), while a company that does not have a subsidiary is 
coded (0). Based on the resulting frequency table, there were 47 observations (8.2 percent) that 
did not have a subsidiary, while 523 observations (91.8 percent) did have a subsidiary. 
 
A company that makes a profit is coded (1), while a company that suffered losses is coded (0). 
Based on the frequency table, there were 54 observations (9.5 percent) that experienced a loss, 
while 516 observations (90.5 percent) experienced profits. 
 
Companies that use a Big Four audit firm are coded (1), while a company that uses a non-Big 
Four audit firm is coded (0). Based on the resulting frequency table, there were 228 observations 
(40.0 percent) that used non-Big Four audit firms, while the number of observation that used a 
Big Four audit firm was 342 observations (60.0 percent). 
 
A company with an unqualified financial audit opinion is given a code of (1), while a company 
with a qualified financial audit opinion is coded (0). Based on the frequency table, there were 8 
observations (1.4 percent) without an unqualified financial audit opinion, while the number of 
companies with an unqualified financial audit opinion was as much as 562 observations (98.6 
percent). 
 
6.3.2 Hypotheses Testing 
Hypotheses testing used logistic regression models with a significance level (α) of 5%. Logistic 
regression is used to test the relationship of financial policy factors of a company to the 
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timeliness of submission of the company’s financial statements (TIME). Control variables of 
complexity of company operation (OPER), company performance (PROFIT), leverage that is 
proxied with debt-to-equity ratio (LEV), earnings management that is proxied with discretionary 
accruals (DACC), ownership structure (OWN), company size (SIZE), company age (AGE), audit 
opinion (OPINI) and audit firm size (AUDIT) were measured. 
 
6.3.2.1 Assessing Feasibility Regression Model (Goodness-of-Fit) 
The first step is to assess the feasibility of the regression model. From the Hosmer and 
Lemeshow Test table in Table 6.20 below, it is demonstrated that with a Goodness-of-Fit of 
7.724, and a significance probability 0.461 (0.461>0.05), the null hypothesis cannot be rejected 
(H0 accepted). Thus, the regression model used in this study is feasible for further analysis, 
because there is no real difference between the predicted classifications and the classification 
that is observed. 
 
Table 6.20 Goodness-of-Fit 
 
 
 
6.3.2.2 Assessing Overall Model (Overall Model Fit) 
The next step is to assess the feasibility of the model (overall model fit). Table 6.21 below shows 
the feasibility study with regard to the initial number -2 Log Likelihood (LL) block Number = 0 
amounting to 513.640, and the number -2 Log Likelihood (LL) block Number = 1 amounting to 
451.298. This shows there is a decline in the value of -2 Log Likelihood in block 0 and block 1 
amounting to 513.640 – 451.298 = 62.342. With the decline in the numbers of -2 Log Likelihood 
(block Number = 0 - block Number = 1) it indicates that the regression model used is suitable. 
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Table 6.21 Overall Model Fit 
Block 0: Beginning Block 
 
 
 
6.3.2.3 Assessing the Coefficient of Determination (Nagelkerke R Square) 
The next step is to assess the coefficient of determination model (Nagelkerke R Square). Table 
6.22 below shows a Nagelkerke R Square value of 0.174. The Nagelkerke R-squared statistic is a 
pseudo R-squared statistic that measures the goodness-of-fit of the model. It is not equivalent to 
the R squared statistic in an ordinary least squares regression, since it is based on a completely 
different calculation. Its only similarity with the R-squared of an ordinary least squares 
regression is its scale; the minimum value of the Nagelkerke R-squared statistic is 0, and the 
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maximum value is 1. In this case, the model has a Nagelkerke R Square value of 0.174 (a value 
of >0.15) which indicates an acceptable good fit for the model. 
 
The model summary in Table 6.22 below also provides information about the usefulness of the 
model. In particular, the Cox and Snell R-Square and the Nagelkerke R-square provide an 
indication of the amount of variation in the independent variables and control variables explained 
by the model (i.e., from minimum value of 0, to maximum of approximately 1). These are 
described as pseudo R-square statistics, rather than true R-square values that appear in multiple 
regression output. In this case, the two values are 0.104 and 0.174, suggesting that between 10.4 
and 17.4 per cent of the variability is explained by this set of variables. 
 
Table 6.22 Coefficient of Determination 
 
 
 
6.3.2.4 Assessing the Accuracy of Prediction 
Table 6.23 shows the accuracy of prediction from the results of the logit model estimation, using 
the three independent variables or predictors and nine control variables. The table provides 
information that from the financial statements data of 114 companies listed on the Indonesian 
Stock Exchange from 2010 to 2014 (or 570 firm years), nine observations predict the late 
submission of financial reports.  As many as 462 observations predict the on time submission of 
financial reports, so that prediction accuracy is 97.3%. 
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Overall, the accuracy prediction of three independent variables or predictors of financial policy 
factors (implementation of IFRS adoption (IFRS), retirement benefit plan (EMFIT) and tax audit 
(TAX) with nine control variables (complexity of company operation (OPER), company 
performance (PROFIT), leverage that is proxied with debt-to-equity ratio (LEV), earnings 
management that is proxied with discretionary accruals (DACC), ownership structure (OWN), 
company size (SIZE), company age (AGE), audit opinion (OPINI) and audit firm size (AUDIT)) 
using logistic regression in predicting the timeliness submission of the company’s financial 
statements amounts to 82.6%. An overall percentage of 82.6% shows that 82.6% of this the 
model is correct or, in other words, this model can predict the associat ion of explanatory 
variables to the timeliness of submission of the company’s financial statements with 82.6% 
accuracy. The remaining 17.4% indicates that the timeliness of submission of the company’s 
financial statements is influenced by other variables besides those examined in this study. 
 
Table 6.23 Accuracy of Prediction 
 
 
6.3.2.5 Multicollinearity Test and Simultaneous Testing 
This multicollinearity test aims to show whether all independent and control variables included 
in the model have interactions with other independent and control variables. This specific 
statistical test is to make sure there is no correlation between the independent and control 
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variables, so that between the independent and control variables, the correlation should not be 
too high. 
 
 
Table 6.24 Multicollinearity Test 
 
 
From the results of the multicollinearity test in Table 6.24 above indicate that based on the test 
output, it is known that the tolerance value of all the independent and control variables is greater 
than 0.10, and the VIF of all independent and control variables is smaller than 10.00. Moreover, 
based on correlation matrix between independent and control variables test results, see Table 
6.24 above, no correlation coefficient between the variables was greater than 0.8 Therefore, 
based on the test, it can be concluded that there is no multicollinearity between independent and 
control variables. 
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This simultaneous test is aimed to show whether all independent and control variables included 
in the model have joint influence on the dependent variable. From the results of the Omnibus 
Tests of Model Coefficients, Table 6.25 below,the statistical value of 62.341 with a significance 
probability of 0.000, in which 0.000 < 0.05, it can be concluded that the overall independent and 
control variables have a significant effect on the dependent variable. 
 
Table 6.25 Simultaneous Tests 
 
 
 
6.3.2.6 Regression Coefficients Testing 
The final stage is to test the regression coefficient to determine to what extent the independent 
and control variables affect the dependent variable. The independent variables used are financial 
policy factors: implementation of IFRS adoption (IFRS), retirement benefit plan (EMFIT) and 
tax audit (TAX) with the control variables of complexity of company operation (OPER), 
company performance (PROFIT), leverage that is proxied with debt-to-equity ratio (LEV), 
earnings management that is proxied with discretionary accruals (DACC), ownership structure 
(OWN), company size (SIZE), company age (AGE), audit opinion (OPINI) and audit firm size 
(AUDIT). Meanwhile, the dependent variable is the timeliness of submission of the company’s 
financial statements (TIME). 
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A variable is stated as a significant association if the probability value contained in the 
significant column in the table of variables in the equation is less than 5% (0.05), then H1 is 
accepted. On the contrary, if the result is greater than 5% (0.05), then H1 is rejected, which 
means that the variable has no association with the timeliness of submission of financial 
statements. In Table 6.26 below, the test results of the binary logistic regression equation can be 
seen. 
 
Regression coefficients test of IFRS adoption implementation 
Ln (TIME/1-TIME) = 4.169 - 0.103 IFRS – 0.453OPER- 1.400PROFIT - 0.005LEV- 
0.034DACC – 0.016OWN – 0.058SIZE + 0.014AGE – 0.193OPINI – 1.078AUDIT + ε 
 
Table 6.26 IFRS Implementation Regression Coefficients Test 
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Table 6.27 Coefficient Regression Test Results of IFRS Adoption Conclusion 
Regression analysis result of implementation of IFRS adoption with the control 
variables of complexity of company operation, company performance, leverage, 
earnings management, ownership structure, company size, company age, audit 
opinion, audit firm size to the timeliness of submission of the company’s financial 
statements 
Ln (TIME/1-TIME) = α+ β1IFRS + β2OPER+ β3PROFIT + β4LEV 
+ β5DACC + β6OWN + β7SIZE + β8AGE + β9AUDIT + β10OPINI + ε 
 
Variables Coefficient Sig. Association 
IFRS  TIME -0.103 0.098 Moderately significant 
OPER  TIME -0.453 0.393 Not significant 
PROFIT  TIME -1.400 0.000 Significant 
LEV  TIME -0.005 0.649 Not significant 
DACC  TIME -0.034 0.983 Not significant 
OWN  TIME -0.016 0.015 Significant 
SIZE  TIME -0.058 0.186 Not significant 
AGE  TIME 0.014 0.153 Not significant 
OPINI  TIME -0.193 0.875 Not significant 
AUDIT  TIME -1.078 0.000 Significant 
Constant 4.169 0.010  
 
 
 
 
Testing the relationship of IFRS implementation to the timeliness of filing of financial reports 
The regression results of the association between significant IFRS adoption and the timeliness of 
submission of financial statement of the company are shown in Tables 6.26 and 6.27, testing 
Hypothesis 1. The models indicate that the coefficient of IFRS is negative and moderately 
significant at 5% or less. This indicates that companies with a higher number of implementations 
of IFRS adoption with significant impacts on the company reports have a longer time lag. 
Furthermore, control variables of PROFIT, OWN and AUDIT are negative and significant at 5% 
or less. This indicates that profitable companies report in a longer time lag, and companies with a 
lower percentage of public ownership tend to release their reports faster than other companies. 
Companies with a Big Four audit firm are associated with less timely filing. These findings 
support prior studies by Gilling (1983), Basu (1997), and Han and Wang (1998) that reported 
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profitable firms report late. Owusu-Ansah and Leventis (2006) reported that companies with 
greater insider ownership report late, and Ng and Tai (1994) and Turel (2010) reported 
companies with Big Four audit firms report late. However, the coefficients of control variables of 
OPER, LEV, DACC, SIZE, AGE and OPINI are not significant. 
 
Regression coefficients test of retirement benefit plan (pension plan) 
Ln (TIME/1-TIME) = 4.089 – 0.880EMFIT – 0.153OPER - 1.290PROFIT – 0.003LEV + 
0.577DACC – 0.011OWN – 0.037SIZE + 0.008AGE – 0.279OPINI – 0.898AUDIT + ε 
 
Table 6.28 Pension Plan Regression Coefficients Test 
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Table 6.29 Coefficient Regression Test Results of Pension Plan Conclusion 
Regression analysis result of retirement benefit plan with the control variables of 
complexity of company operation, company performance, leverage, earnings 
management, ownership structure, company size, company age, audit opinion, audit 
firm size to the timeliness of submission of the company’s financial statements 
Ln (TIME/1-TIME) = α+β1EMFIT+β2OPER+β3PROFIT+β4LEV 
+β5DACC+β6OWN+β7SIZE+β8AGE+β9AUDIT+β10OPINI+ε 
 
Variables Coefficient Sig. Association 
EMFIT  TIME -0.880 0.010 Significant 
OPER  TIME -0.153 0.775 Not significant 
PROFIT  TIME -1.290 0.000 Significant 
LEV  TIME -0.003 0.792 Not significant 
DACC  TIME 0.577 0.727 Not significant 
OWN  TIME -0.011 0.099 Moderately significant 
SIZE  TIME -0.037 0.354 Not significant 
AGE  TIME 0.008 0.456 Not significant 
OPINI  TIME -0.279 0.818 Not significant 
AUDIT  TIME -0.898 0.001 Significant 
Constant 4.089 0.008  
 
 
Testing the relationship of retirement benefit (pension) plans to the timeliness of filing of 
financial reports 
 
The regression results of the association of retirement benefit plans (EMFIT) and the timeliness 
of submission of the financial statements of the company are shown in Tables 6.28 and 6.29, 
testing Hypothesis 2. The models indicate that the coefficient of EMFIT is negative and 
moderately significant at 5% or less. This indicates that companies with defined benefit pension 
plans report in a longer time lag. Furthermore, control variables of PROFIT and AUDIT are 
negative and significant at 5% or less. This indicates that profitable companies report in a longer 
time lag, and companies with a Big Four audit firm are associated with less timely filing. These 
findings support prior studies by Gilling (1983), Basu (1997), and Han and Wang (1998) that 
reported profitable firms report late. Ng and Tai (1994) and Turel (2010) reported companies 
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with a Big Four audit firm report late. Furthermore, the coefficient of OWN (ownership 
structure) is negative and moderately significant at 5% or less. This indicates the higher the 
percentage of public ownership, the lesser the time lag for filing. This finding, therefore, 
supports the previous study of Owusu-Ansah and Leventis (2006) that reported companies with 
greater insider ownership report late. However, the coefficients of control variables of OPER, 
LEV, DACC, SIZE, AGE and OPINI are not significant. 
Regression coefficients test of tax audit 
Ln (TIME/1-TIME) = 3.198 + 0.035TAX – 0.420OPER – 1.347PROFIT – 0.006LEV + 
0.075DACC – 0.016OWN – 0.027SIZE + 0.015AGE – 0.159OPINI – 1.054AUDIT + ε 
 
Table 6.30 Tax Audit Regression Coefficients Test 
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Table 6.31 Coefficient Regression Test Results of Tax Audit Conclusion 
Regression analysis result of  tax audit  with the control variables of complexity of 
company operation, company performance, leverage, earnings management, 
ownership structure, company size, company age, audit opinion, audit firm size to 
the timeliness of submission of the company’s financial statements 
Ln (TIME/1-TIME) = α+β1TAX+β2OPER+β3PROFIT+β4LEV 
+β5DACC+β6OWN+β7SIZE+β8AGE+β9AUDIT+β10OPINI+ε 
 
Variables Coefficient Sig. Association 
TAX  TIME 0.035 0.891 Not significant 
OPER  TIME -0.420 0.429 Not significant 
PROFIT  TIME -1.347 0.000 Significant 
LEV  TIME -0.006 0.639 Not significant 
DACC  TIME 0.075 0.964 Not significant 
OWN  TIME -0.016 0.014 Significant 
SIZE  TIME -0.027 0.510 Not significant 
AGE  TIME 0.015 0.143 Not significant 
OPINI  TIME -0.159 0.896 Not significant 
AUDIT  TIME -1.054 0.000 Significant 
Constant 3.198 0.039  
 
Testing the relationship of tax audit to the timeliness of filing of financial reports 
The regression results of the association of the implementation of TAX with the timeliness of 
submission of financial statements of the company, are shown in Tables 6.30 and 6.31, testing 
Hypothesis 3. The models indicate that the coefficient of TAX is negative and not significant at 
5% or less. This indicates that tax audit is not associated with the timeliness of companies’ 
submission of financial statements. Furthermore, control variables of PROFIT, OWN and 
AUDIT are negative and significant at 5% or less. This indicates that profitable companies report 
in a longer time lag, companies with lower percentages of public ownership tend to release the 
reports faster than other firms, and companies using a Big Four audit firm are associated with 
less timely filing. These findings support prior studies by Gilling (1983), Basu (1997), and Han 
and Wang (1998) who reported profitable firms report late, Owusu-Ansah and Leventis (2006) 
who reported companies with greater insider ownership report late, and Ng and Tai (1994) and 
Turel (2010) who reported companies with a Big Four audit firm report late. However, the 
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coefficients of control variables of OPER, LEV, DACC, SIZE, AGE and OPINI are not 
significant. 
 
Regression coefficients test of tax audit 
Ln (TIME/1-TIME) = 5.047 – 0.119IFRS – 0.939EMFIT + 0.098TAX – 0.191OPER –
1.349PROFIT – 0.003LEV + 0.457DACC – 0.011OWN – 0.070SIZE + 0.007AGE – 
0.257OPINI – 0.924AUDIT + ε 
 
Table 6.32 Financial Policy Factors Regression Coefficients Test 
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Table 6.33 Regression Coefficient Test Results of Financial Policy Factors Conclusion 
 
 
Several checks to assess the feasibility (goodness-of-fit), overall model fit, the coefficient of 
determination (Nagelkerke R square) and the accuracy of prediction of the regression results, as 
well as multicollinearity and simultaneous tests are conducted, which are reported in Tables 6.20 
to 6.25. First, a test is conducted to test variables of IFRS with the control variables of OPER, 
PROFIT, LEV, DACC, OWN, SIZE, AGE, OPINI and AUDIT. Second, the variable EMFIT is 
tested with the control variables. Third, the test variable of TAX is entered with the control 
variables. Fourth, a test is conducted by adding each of three independent test variables 
successively into the regression model to test the stability of the regression coefficient and 
robustness of the results. On the whole, regression coefficients for the test variables of IFRS and 
EMFIT are stable and statistically significant (with predicted signs) in the various regression 
Regression analysis result of implementation of IFRS, retirement benefit plan and tax audit  
with the control variables of complexity of company operation, company performance, 
leverage, earnings management, ownership structure, company size, company age, audit 
opinion, audit firm size to the timeliness of submission of the company’s financial statements 
Ln (TIME/1-TIME) = α+ β1IFRS + β2EMFIT + β3TAX + β4OPER + β5PROFIT + 
β6LEV + β7DACC + β8OWN + β9SIZE + β10AGE + β11AUDIT + 
β12OPINI + ε 
 
Variables Coefficient Sig. Association 
IFRS  TIME -0.119 0.058 Moderately significant 
EMFIT  TIME -0.939 0.007 Significant 
TAX  TIME 0.098 0.703 Not significant 
OPER  TIME -0.191 0.724 Not significant 
PROFIT  TIME -1.349 0.000 Significant 
LEV  TIME -0.003 0.816 Not significant 
DACC  TIME 0.457 0.781 Not significant 
OWN  TIME -0.011 0.113 Not significant 
SIZE  TIME -0.070 0.123 Not significant 
AGE  TIME 0.007 0.491 Not significant 
OPINI  TIME -0.257 0.834 Not significant 
AUDIT  TIME -0.924 0.001 Significant 
Constant 5.047 0.003  
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models. Furthermore, similar results for control variables of PROFIT and AUDIT remain 
unchanged and are also statistically significant (with predicted signs) in the various regression 
models, except for the control variable OWN that is not significant. Fifth, the test also includes 
performing a backward stepwise regression to test the regression model (detail in section 
6.4.2.2). This approach deleted the least significant variables until the model included only the 
significant predictors. The empirical results remain unchanged. 
 
In order to gain further insight into the relationship between financial policy factors and the 
timeliness of filing by Indonesian companies, panel data analysis of year-by-year and before and 
after the year PSAK adopted IFRS implementation were performed on specific years that 
represent crucial issues in Indonesian companies (detail in section 6.4.3). These periods are 
before the year 2012 and after the year 2012. These periods were selected because 2012 was the 
year of effective implementation of IFRS adoption in Indonesia. Further, enforcement of the 
Strategic Plan of the Indonesian Directorate General (IDGT) of Tax Year 2012 to 2014, in 
relation to an increase in the effectiveness of supervision by tax inspection (tax audit), was 
carried out to increase tax revenue after 2012. The panel data results of the test variables are 
presented in Tables 6.47 and 6.48. These results indicate that after 2012, there is a negative 
association between IFRS implementation and timeliness of filing, however, before 2012 there is 
no impact of IFRS implementation on the timeliness of reporting. Interestingly, before 2012, the 
tax audit is found to have a positive and significant relationship with the timeliness of 
submission of a company’s financial statements and indicating that firms with tax audits report 
early. However, after 2012, no relationship is found between tax audit and early reporting. The 
result also indicated that companies with defined benefit pension plans reported late prior to 
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2012, but after 2012 the defined benefit pension plan is not related to the timeliness of financial 
statement submission in Indonesian companies.  
 
H1: There is a negative association between the implementation of IFRS adoption and the 
timeliness of the submission of the financial statements of Indonesian companies.  
Test variable of implementation of IFRS adoption (IFRS) shows the regression coefficient of               
-0.119, which means this variable showed a negative direction between the implementation of 
significant IFRS adoption and the timeliness of submission of a company’s financial statements. 
The variable probability value amounted to 0.058, which is slightly above the value of 0.05 
(5%). Referring to variables that are significant at between 5% and 10%, this implies that 
implementation of IFRS adoption was moderately significantly associated with the timeliness of 
submission of a company’s financial statements. Hence, Hypothesis 1 (H1) in this study is 
accepted. 
H2: There is a negative association between defined benefit pension plans and the timeliness of 
the submission of the financial statements of Indonesian companies. 
Test variable of company retirement benefit plan (EMFIT) shows the regression coefficient of -
0.939, which means this variable showed a negative direction between defined benefit pension 
plans and the timeliness of submission of the company’s financial statements. The variable 
probability value amounted to 0.007, which is a value below 0.05 (5%). This implies that 
retirement benefit plans are significantly associated with the timeliness of submission of a 
company’s financial statements. Therefore, Hypothesis 2 (H2) in this study is accepted. 
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H3: There is a negative association between a tax audits by the tax authority and the timeliness 
of the submission of the financial statements of Indonesian companies. 
Test variable of tax audit of the company shows a regression coefficient of 0.098, which means 
that the variable showed a positive direction between tax audit and the timeliness of submission 
of the company’s financial statements. The variable of probability value amounted to 0.703, 
which is below the value of 0.05 (5%). This implies that tax audit is not associated with the 
timeliness of submission of the company’s financial statements. Therefore, Hypothesis 3 (H3) in 
this study is rejected. 
 
The results of the coefficient regression test in Tables 6.32 and 6.33 indicate that, based on the 
test output, it is known that there is an association between financial policy factors and the 
timeliness of submission of a company’s financial statements through the variable of 
implementation of IFRS adoption and defined benefit pension plan. Therefore, based on the test, 
it can be concluded that Hypothesis 1 (H1) and Hypothesis (H2) in this study are accepted and 
that there is a negative association between the implementation of IFRS adoption and the 
timeliness of submission of a company’s financial statements, and that there is a negative 
association between the defined benefit pension plan and the timeliness of submission of the 
company’s financial statements. 
 
Control Variables 
Control variable of complexity of company operation (OPER) shows a regression coefficient of         
-0.191, which means this variable showed a negative direction between the complexity of the 
company’s operation and the timeliness of submission of the company’s financial statements. 
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The variable probability value amounted to 0.724, which is above 0.05 (5%). This implies that 
the complexity of company operation has no relationship to the timeliness of submission of the 
company’s financial statements.  
 
Control variable of company performance (PROFIT) shows a regression coefficient value of              
-1.349, which means this variable showed a negative direction between company performance 
and the timeliness of submission of the company’s financial statements. The variable probability 
value amounted to 0.000, which is below the value of 0.05 (5%). This implies that company 
performance is significantly associated with the timeliness of submission of the company’s 
financial statements.  
 
Control variable of leverage (LEV) shows a regression coefficient of -0.003, which means this 
variable showed a negative direction between leverage and the timeliness of submission of 
financial statements. The variable probability value amounted to 0.816, which is above 0.05 
(5%). This implies that leverage is not associated with the timeliness of submission of the 
company’s financial statements.  
 
Control variable of earnings management (DACC) shows a regression coefficient of 0.457, 
which means this variable showed a positive direction between earnings management and the 
timeliness of submission of the company’s financial statements. The variable probability value 
amounted to 0.781, which is above 0.05 (5%). This implies that earnings management is not 
associated with the timeliness of submission of the company’s financial statements.  
 
 187 
 
Control variable of ownership structure (OWN) shows a regression coefficient of -0.011, which 
means this variable showed a negative direction between the company’s earnings management 
and the timeliness of submission of the company’s financial statements. The variable probability 
value amounted to 0.113, which is above 0.05 (5%). This implies that the ownership structure of 
the company is not associated with the timeliness of submission of the company’s financial 
statements.  
 
Control variable of company size (SIZE) shows a regression coefficient of -0.070, which means 
this variable showed a negative direction between the company size and the timeliness of 
submission of the company’s financial statements. The variable probability value amounted to 
0.123, which is above 0.05 (5%). This implies that company size is not associated with the 
timeliness of submission of the company’s financial statements.  
 
Control variable of company age (DACC) shows a regression coefficient of 0.007, which means 
this variable showed a positive direction between company age and the timeliness of submission 
of the company’s financial statements. The variable probability value amounted to 0.491, which 
is above 0.05 (5%). This implies that company age is not associated with the timeliness of 
submission of the company’s financial statements.  
 
Control variable of audit opinion (OPINI) shows a regression coefficient of -0.257, which means 
that this variable showed a negative direction between the audit opinion and the timeliness of 
submission of the company’s financial statements. The variable probability value amounted to 
0.834, which is above the value of 0.05 (5%). This implies that audit opinion is not associated 
with the timeliness of submission of the company’s financial statements.  
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Control variable of audit firm size (AUDIT) shows a regression coefficient of -0.924, which 
means that the variable showed a negative direction between size of audit firm and the timeliness 
of submission of the company’s financial statements. The variable of probability value amounted 
to 0.001, which is below the value of 0.05 (5%). This implies that the audit firm size is 
significantly associated with the timeliness of submission of the company’s financial statements.  
 
From the results of the coefficient regression tests in Tables 6.32 and 6.33, based on the test 
output, it is known that the timeliness of submission of the company’s financial statements might 
be explained through the control variables of company performance and audit firm size. 
Therefore, based on the test, it can be concluded that company performance has a negative 
relationship with the timeliness of submission of the company’s financial statements, meaning 
profitable firms report late, and audit firm size has a negative relationship with the timeliness of 
submission of the company’s financial statements, that implies companies with a Big Four audit 
firm report late. 
 
6.4 Discussion and Analysis of Test Results 
The present study investigates the relationship of independent variables, that is, financial policy 
factors that referred to implementation of IFRS adoption (IFRS), retirement benefit plan 
(EMFIT) and tax audit (TAX), with control variables which are: complexity of company 
operation (OPER), company performance (PROFIT), leverage that is proxied with debt-to-equity 
ratio (LEV), earnings management that is proxied with discretionary accruals (DACC), 
ownership structure (OWN), company size (SIZE), company age (AGE), audit opinion (OPINI) 
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and audit firm size (AUDIT), and the dependent variable that is timeliness of submission of the 
company’s financial statements (TIME), for 114 companies listed on the Indonesian Stock 
Exchange from 2010 to 2014, or 570 firm years, both partially and simultaneously. 
 
6.4.1 Partial Association between Financial Policy Factors and the Timeliness of 
Submission of a Company’s Financial Statements 
6.4.1.1 Financial Policy Factors 
The association of financial policy factors with the timeliness of submission of the company’s 
financial statement are studied through the implementation of IFRS adoption, retirement benefit 
plans and tax audits. 
 
6.4.1.1.1 Implementation of IFRS (IFRS) 
The regression coefficient test results of the implementation of IFRS, in Table 6.32 above, show 
a negative coefficient of -0.119. The negative sign of the coefficient indicates that the variable of 
implementation of IFRS adoption is negatively associated with the timeliness of submission of 
the company’s financial statements. Hence, the greater the number of IFRS adoptions that are 
implemented which are significantly associated with the completion of the financial statements, 
the less likely the company is to submit the financial statements in a timely manner. Conversely, 
the fewer IFRS adoptions implemented that have a significant impact on the completion of the 
financial statements, the more likely the company is to be on time in submitting the financial 
statements. 
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The significance value of the binary logistic regression equation of the company’s 
implementation of IFRS adoption and the timeliness of submission of the company’s financial 
statements, is 0.058. The significance value is slightly more than 0.05, which indicates the 
hypothesis is moderately accepted. It can be concluded that there is a moderate significant 
association between implementation of IFRS adoption and the timeliness of submission of the 
company’s financial statements. 
 
The results of this study indicate that implementation of IFRS adoption and the timeliness of 
submission of the company’s financial statements have a moderate significant negative 
relationship. Thus, this study suggests that, over a period of five financial years, implementation 
of IFRS adoption is moderately associated with the time of submission of companies’ financial 
reports. This moderate relationship might be due to the implementation of IFRS adoption only 
being significant in the years after the adoption, in 2012, when companies had to implement 
many standards, in contrast to the previous years. The year-by-year comparison relationship will 
be elaborated on the next section of panel data results (section 6.4.3). 
 
Developing research related to the relationship between the implementation of IFRS adoption 
and the timeliness of submission of financial statements shows that, because IFRS 
implementation requires a lot of judgement and disclosure, it takes time for management to 
prepare and the auditor to verify the fairness of the information presented. Furthermore, the 
learning process, both for companies and auditors, for the implementation in accordance with the 
requirements of IFRS, also requires more time. Therefore, the more standards applied by the 
company the more significant the impact on the financial statements of the company, and the 
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more time required to submit financial statements. This finding is also supported by Yaacob and 
Che-Ahmad’s (2012) research, who found that the complexity of IFRS takes the auditor more 
time to audit. Furthermore, data from IDX (2013) also stated that some issuers were late to 
submit the financial statements because they needed time to adjust their financial statements to 
the new accounting standards. For example, PT Krakatau Steel Tbk and PT Trade Maritime 
explained that the delay in submitting financial statements for 2012 to the stock exchange was 
because of the adjustment of the financial statements following the revised standards of PSAK 
10 adopted IFRS (IAS 21) relating to the effects of changes in foreign exchange rates. 
 
With a negative significant relationship, the test results in this study support the existing 
theoretical basis and developing studies regarding the association between companies’ 
implementation of IFRS adoption and delay in submission of financial statements. 
 
6.4.1.1.2 Company Retirement Benefit (Pension) Plan (EMFIT) 
The regression coefficient test results in Table 6.32 above, for company retirement benefit plan 
show a negative coefficient of -0.939. The negative sign of the coefficient indicates that the 
variable of defined benefit pension plan has a negative association as it is in the opposite 
direction from the timeliness of submission of the company’s financial statements. Therefore, 
when a company provides a defined benefit pension plan, the company tends to be late in 
delivering financial statements. On the contrary, when a company does not provide a defined 
benefit pension plan or a defined contribution pension plan, the company tends to be timely in 
submitting financial statements. 
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The significance value of the binary logistic regression equation of retirement benefit plan and 
the timeliness of submission of the company’s financial statements, is 0.007. The significance 
value is below 0.05, thus the hypothesis is accepted. It can be concluded, therefore, that there is a 
significant association between a company’s retirement benefit plan and the timeliness of 
submission of the company’s financial statements. 
 
The results of this study indicate that a company retirement benefit plan and the timeliness of 
submission of the company’s financial statements have a significant relationship. Therefore, the 
presence of a company defined benefit pension plan that needs to be calculated by independent 
actuary services is associated with the timeliness of submission of the company’s financial 
statements. This study, therefore, added to the results of research conducted by Henderson and 
Kaplan (2000) which states that companies with an auditor citing reliance on another auditor 
were significantly associated with reporting lag. Knechel and Payne (2001) also found that 
companies that engaged management advisory services were associated with the timeliness of 
reporting. 
 
If viewed from the value of the negative coefficient, the result of this study is consistent with the 
agency theory and the hypothesis that defined benefit pension plans are related to the timeliness 
of submission of the financial statements to the public, because companies that provide defined 
benefit pension plans to their employees require a longer time to prepare their financial 
statements. First, the company needs to calculate the defined benefit obligations and expenses 
using an independent actuary. In addition, the time required by an auditor and actuary to 
complete the task of verifying the judgements, assumptions and estimates including the discount 
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rates of the actuarial calculation, makes a financial audit take longer so that it will be related to 
the timeliness of the submission of financial statements by the company. 
 
Table 6.34 Company Retirement Benefit (Pension) Plan Distribution 
Company 
retirement benefit 
(pension) plan 
 
On time 
 
Not on time/Late 
 
Total 
Provide defined 
benefit pension plan 
187 14 201 
Provide no defined 
benefit pension plan 
288 81 369 
Total 475 95 570 
 
It can be concluded from the significance values, that company retirement benefit plans are 
significantly associated with the timeliness of submission of a company’s financial statements. 
Table 6.34 shows from the data processed, that of the total of 95 observations that were late to 
submit their financial statements, as many as 81 observations (85%) were companies without 
defined benefit pension plans. However, this figure is very different from companies that were 
also late but did provide defined benefit pension plans, that is, a total of 14 observations (15%). 
Conversely, of the 475 observations that delivered financial reports on time, 288 observations 
(61%) are companies that have no defined benefit pension plan. This shows that companies with 
defined benefit pension plans for their employee find it much harder to deliver timely financial 
statements. These distribution information potentially point to defined benefit pension plans as 
having a significant negative association with the time taken to submit financial statements. 
 
One of the reasons that may cause defined benefit pension plans to be significantly associated 
with the timeliness of submission of a company’s financial statements is the necessity to use an 
independent actuary to calculate the defined benefit obligations and expenses. If a company 
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provides a defined benefit pension plan, calculations must be done by an independent actuary of 
certain estimations, assumptions and formulas, as required by the accounting standards board. 
Management as well as the financial auditor should review the work done by the actuary, and 
should also present and disclose the retirement benefit plan in the financial reports, as required 
by the accounting standards board. Thus, the time taken to submit financial statements might be 
delayed. On the contrary, if a company has no defined benefit pension plan or provides a defined 
contribution pension plan, the calculations by an independent actuary are not as complex, so that 
the timeliness of submission of the company’s financial statements could be more maintained. 
This finding is also supported by the research of Henderson and Kaplan (2000) who reported that 
companies with an auditor, who cited reliance on another auditor, have longer reporting lags. 
 
With a significant negative relationship, the test results in this study support the existing 
theoretical basis and developing studies regarding the association between defined benefit 
pension plans and the time delay of submission of financial statements. 
 
6.4.1.1.3 Tax Audit (TAX) 
The variable tax audit in Table 6.32, regression coefficient test, shows a positive coefficient of 
0.098. The positive sign of the coefficient indicates tax audit has a positive relationship or is in 
the same direction as the timeliness of submission of the company’s financial statements. Thus, 
when a company is subjected to a tax audit by the tax authority, the company tends to be timely 
in delivering financial statements. On the contrary, when companies are not subjected to tax 
audits by the tax office, they tend to be late in submitting their financial statements. 
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The significance value of the binary logistic regression equation of tax audit with the timeliness 
of submission of the company’s financial statements is 0.703. The significance value is greater 
than 0.05, so the hypothesis is rejected. Therefore, it can be concluded that there is no association 
between a company’s tax audit and the timeliness of submission of the company’s financial 
statements. 
 
The results of this study indicate that tax audit and the timeliness of submission of the company’s 
financial statements have no significant positive relationship. Therefore, the presence or absence 
of a tax audit is not associated with the timeliness of submission of a company’s financial 
statements. This study, therefore, failed to extend and add to the results of research conducted by 
Knechel and Payne (2001) and Krishnan and Yang (2009), which states that tax issues are 
significantly associated with the timeliness of submission of a company’s financial statements. 
 
If viewed from the value of the positive coefficient, the result of this study is not consistent with 
the hypothesis that being audited by the tax authority is not associated with the timeliness of 
submission of the financial statements, because a company being tax audited would have a 
distribution of duties between the taxation and reporting departments. In addition, the time 
required to complete the tasks for a tax audit and measure the tax audit exposure for the financial 
audit might have been controlled and estimated by the management of the company. They are 
also able to disclose in the notes to the financial statements that the tax audit and its results are 
still being processed as of the date of completion of the company’s financial statements. 
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Table 6.35 Tax Audit Distribution 
Tax audit of the 
company by tax 
authority/office 
 
On time 
 
Not on time/Late 
 
Total 
Subjected to tax audit 299 59 358 
 
Not subjected to tax 
audit 
176 36 212 
Total 475 95 570 
 
If it is noted from the significance value, that a conclusion of this research is that tax audits are 
not associated with the timeliness of submission of a company’s financial statements. Table 6.35 
shows that in the data processed, in fact, from a total of 95 companies that were late to submit 
their financial statements, as many as 59 observations (62%) of the companies had been 
subjected to tax audit by the tax authority. However, when compared with other observations that 
were also late but were not subjected to tax audits by the tax authority, the total of 36 
observations (38%) gives a very different result. Conversely, if viewed from the 475 
observations that delivered timely financial reports, 299 observations (63%) are companies that 
were subjected to audit by the tax authority. This shows that companies subjected to tax audits 
are still able to deliver timely financial statements. This distribution information could 
potentially dissociate tax audits by the tax authority from the time taken to submit financial 
statements. 
 
The reason for dissociating these events could be because there is a separation of the duties of 
each company. If the company has a segregated duties system, although it has tax and financial 
audits, management will still be able to control tasks well and support the completion of an audit, 
so that the timeliness of the submission of financial statements will be maintained. On the 
contrary, although a company is not being audited it will not necessarily be timely in submitting 
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financial statements if the segregation and distribution of duties in the company does not exist. 
On the other hand, the presence of a tax audit might also cause the company to prepare the 
taxation accounts and documentations for the tax audit process which, therefore, it could relate to 
the preparation of the financial reporting process. Hence, the possibility of the company 
submitting its financial statements on time might increase. This view is also supported by the 
research of Knechel and Payne (2001) who reported that the presence of contentious tax issues 
determines audit report lag. 
 
Developing research related to tax issues and the timeliness of submission of a company’s 
financial statements based on that company requires more time to complete the financial 
reporting process because the company need to calculate exposure of the accrual expense of the 
contingencies and litigation related to the tax issues. A company with tax issues also needs to 
discuss the financial audit process with the financial auditor and agree on the possibility that an 
outcome of the audit will be a tax issue will be present or disclosed in the financial statements. 
The tax issues considered might be litigation or contingencies for which a company should 
estimate its exposure and whether the company should record or disclose them in the 
presentation of the financial statement. This view is also supported by Owusu-Ansah’s (2000) 
study that found a relationship between contingencies reported and litigation items and the 
timeliness of submission of the company’s financial statements. 
 
Without a significant relationship, the test result in this study does not support the existing 
theoretical basis and failed to extend the developing studies regarding an association between the 
tax audit and a delay in the submission of the company’s financial statements. 
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6.4.1.1.4 Financial Policy Factors Conclusion 
The present study investigates the relationship of financial policy factors such as implementation 
of IFRS adoption, retirement benefit plans and tax audits and the timeliness of submission of a 
company’s financial statements. 
 
The results of the coefficient regression test in Tables 6.32 and 6.33 indicate that, based on the 
test outputs, the present study indicates there is an association between financial policy factors 
and the timeliness of submission of a company’s financial statements. Furthermore, based on the  
study, the relationship of the financial factors to the timeliness of submission of the company’s 
financial statement can be explained by the implementation of IFRS adoption and retirement 
benefit plans. 
 
6.4.1.2 Control Variables 
In relation to the control variables, the relationships between complexity of company operation, 
company performance, leverage, earnings management, ownership structure, company size, 
company age and audit opinion, audit firm size and the timeliness of the company’s financial 
statements are described in the next section. 
 
6.4.1.2.1 Complexity of Company Operations (OPER) 
Complexity of company operations, Table 6.32 of regression coefficient test, shows a positive 
coefficient of -0.191. The negative sign of the coefficient indicates that the variable, complexity 
of company operations, has a negative association or is in the opposite direction to the timeliness 
of submission of the company’s financial statements. Thus, when a company has subsidiaries, it 
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tends to be late in delivering financial statements. On the contrary, when the company does not 
have a subsidiary, it tends to be timely in submitting the financial statements. 
 
The significance value of the binary logistic regression equation of the complexity of the 
company’s operations with the timeliness of submission of the company’s financial statements is 
0.724. The significance value is greater than 0.05, thus, it can be concluded that there is no 
association between complexity of company operations and the timeliness of submission of the 
company’s financial statements. 
 
The results of this study indicate that the complexity of company operations and the timeliness of 
submission of the company’s financial statements have no negative relationship. Therefore, the 
presence or absence of a subsidiary is not associated with the timeliness of submission of a 
company’s financial statements. This study, therefore, failed to prove the results of research 
conducted by Owusu-Ansah (2000), Sengupta (2004) and Sudrajat (2009) which states that the 
complexity of the company's operations is significantly associated with the timeliness of 
submission of the company’s financial statements. 
 
If viewed from the negative value of the coefficient, the result of this study is consistent with 
previous studies which found that complexity of company operations is related to the timeliness 
of submission of the financial statements to the public by (Owusu-Ansah, 2000 and Sengupta 
2004). They reported that if a company has subsidiaries it would tend to require a longer time to 
prepare its financial statements. First, the company needs to consolidate all of its subsidiaries’ 
financial statements. In addition, the time required to complete the auditor’s tasks becomes 
longer so that influences the timeliness of submission of financial statements by the company. 
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Table 6.36 Complexity of the Company Operations Distribution 
Complexity of 
Operations 
 
On time 
 
Not on time/Late 
 
Total 
Has subsidiaries 433 90 523 
Has no subsidiary 42 5 47 
Total 475 95 570 
 
If noted from the significance value, the conclusion of this research is that the complexity of a 
company is not associated with the timeliness of submission of the company’s financial 
statements. Table 6.36 shows that from the data processed, a total of 95 observations were late to 
submit their financial statements, of which 90 companies (95 %) had subsidiaries. However, this 
figure is very different when compared with companies that were also late but did not have a 
subsidiary, that is, a total of 5 observations (5%). Conversely, if viewed from the 475 
observations that delivered timely financial reports, 433 observations (91%) of them are 
companies that have subsidiaries. This shows that companies with subsidiaries are much more 
able to deliver timely financial statements. This distribution information potentially shows that 
operational complexity is not associated with the time taken to submit financial statements. 
 
The reason that the complexity of a company’s operations may not be associated with the 
timeliness of submission of the company’s financial statements could be attributed to the ability 
of the management system of each company. If the company has a good management system, 
even though it has many subsidiaries, management will still be able to control its subsidiaries 
well, so that the timeliness of submission of financial statements will be maintained. On the 
contrary, a company without a subsidiary will not necessarily be timely in submitting financial 
statements if the management system of the company is weak. This is also supported by Che-
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Ahmad and Abidin’s (2008) research which found that companies with good corporate 
governance have shorter reporting lags. 
 
6.4.1.2.2 Company Performance (PROFIT) 
Company performance, Table 6.32 of regression coefficient test, shows a negative coefficient of 
-1.349. The negative sign of the coefficient indicates that the variable of company performance is 
negatively associated or is in the opposite direction to the timeliness of submission of the 
company’s financial statements. This means that when a company makes a profit, the company 
tends to be late in delivering financial statements. On the contrary, when the company suffers a 
loss, the company tends to be timely in submitting its financial reports. 
 
The significance value of the binary logistic regression equation of company performance and 
the timeliness of submission of the company’s financial statements is 0,000. The significance 
value is less than 0.05, thus it can be concluded that there is a significant association between 
company performance and the timeliness of submission of the company’s financial statements. 
 
The results of this study indicate that company performance and the timeliness of submission of 
the company’s financial statements have a significant negative relationship. Thus, this study 
proves the results of research conducted by Gilling (1983) which states that company 
performance is significantly associated with the timeliness of submission of the company’s 
financial statements. 
 
Table 6.37 Company Performance Distribution 
Company 
performance 
On time Not on time/Late Total 
Profit 441 75 516 
No profit (Loss) 34 20 54 
Total 475 95 570 
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Given the significance value, the conclusion of this research is that company performance is 
significantly associated with the timeliness of submission of the company’s financial statements. 
Table 6.37 shows that from the data processed, in fact, a total of 475 observations were punctual 
in submitting their financial statements, and as many as 441 observations (93%) were companies 
that earned a profit. However, this figure looks very different when compared with other 
companies that were also timely but did not earn a profit (suffered a loss), they totalled 34 
observations (7%). Conversely, if viewed from the 95 observations that were late to deliver the 
financial reports, 75 observations (79%) of them are companies that earned a profit. Furthermore, 
34 (63%) of the 54 loss-making companies were still punctual in delivering their financial 
reports, and only 20 of the observations (37%) which made losses were late to deliver their 
financial reports. This shows that the companies in profit might postpone or tend to delay the 
submission of their financial statements, and companies which made a loss were timely in filing 
their financial reports. This distribution information potentially shows company performance has 
a significant negative association on the time taken to submit financial statements. 
 
Developing research on the relationship between company performance and the timeliness of 
submission of a company’s financial statements indicated that a company that suffered losses 
will tend to delay issuing financial statements, because it does not want to report the bad news to 
the public and harm the future reputation and performance of the company. Conversely, 
companies that earn profits tend to immediately report the good news to the public, which leads 
to a smaller occurrence of late submission of financial statements. This is also supported by 
Givoly and Palmon’s (1982) research which found that the market reacted positively to an 
earnings announcement on the existence of good news. However, the research conducted by 
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Gilling (1983), Basu (1997), and Han and Wang (1998) showed a different result, that the 
profitability of the company has a significantly negative association with the timeliness of 
submission of the company’s financial statements, meaning that profitable firms report late. 
 
The reason behind company performance is negatively associated with the timeliness of 
submission of the company’s financial statements is may be due to the conservative nature of 
accounting and auditing. The financial reporting and audit processes of profit-earning firms 
might consume more time in order to ensure the accuracy and completeness of data. However, 
future studies are suggested to investigate empirically this negative relationship. 
 
With a significant negative relationship, the test results in this study support the existing 
theoretical basis and developing studies regarding the association between company 
performance, and the delay in submission of financial statements. 
 
6.4.1.2.3 Leverage (LEV) 
Leverage, in Table 6.32 of regression coefficient test, shows a negative coefficient of -0.003. The 
negative sign of the coefficient indicates that leverage is negatively associated or is in the 
opposite direction to the timeliness of submission of the company’s financial statements. This 
means that when a company has a high degree of leverage, the company tends not to be on time 
or is late in submitting financial statements. On the contrary, when the company has low 
leverage levels, the company tends to be timelier in submitting financial statements. 
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The significance value of the binary logistic regression equation of the company’s leverage and 
the timeliness of submission of the company’s financial statements is 0.816. The significance 
value is far greater than 0.05, thus it can be concluded that there is no association between 
leverage and the timeliness of submission of a company’s financial statements. 
 
The results of this study indicate that leverage and the timeliness of submission of the company’s 
financial statements do not have a negative relationship. Therefore, high or low levels of 
leverage are not associated with the timeliness of submission of a company’s financial 
statements. This study, therefore, failed to prove the results of research conducted by Al-Ajmi 
(2008), Rahmawati (2008) and Aubert (2009) which states that leverage has a significant 
association with the timeliness of financial reporting. 
 
Table 6.12, descriptive statistics variables, reveals that the average level of leverage is 0.7234, 
with a standard deviation of up to 12.70986. Some companies that have high leverage values 
continue to submit their financial statements in a timely manner, for example, PT Matahari 
Department Store Tbk (20.43), PT Apexindo Pratama Duta Tbk (14.97) and PT Bentoel 
Internasional Investama Tbk (9.47). In contrast, companies that would be expected to deliver 
timely financial reports because of their low level of financial leverage were, in fact, late in 
submitting financial reports, such as Inti Agri Resources Tbk (0,003), PT Pikko Land 
Development Tbk (0.009) and PT MNC Land Tbk (0.071). These data potentially cause the 
variable of leverage to have no association with the submission time of the financial statements. 
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The result indicates that companies that either submitted their financial statements on time or 
late, equally ignored information related to leverage. Possible reasons are the current economic 
conditions in which the use of debt as a financing instrument is normal and even recommended 
for a company that is able to resolve the debt well. This view is also supported by Lambert et 
al.’s (2007) research which emphasised the importance of quality financial statements and that 
the use of debt can affect the relevance and reliability of financial statements. 
 
6.4.1.2.4 Earnings Management (DACC) 
Earnings management, in Table 6.32 of regression coefficient test, shows a positive coefficient 
of 0.457. The positive sign of the coefficient indicates that earnings management is positively 
associated or in the same direction as the timeliness of submission of financial statements. 
Therefore, when a company has a high level of earnings management, it is likely to be on time in 
submitting financial statements. On the contrary, when a company has a low level of earnings 
management, companies tend to be late in submitting their financial statements. 
 
The significance value of the binary logistic regression equation between earnings management 
and the timeliness of submission of financial statements is 0.781. The significance value is far 
greater than 0.05, thus it can be concluded that there is no relationship between the company’s 
earnings management and the timeliness of submission of the company’s financial statements. 
 
The results of this study indicate that a company’s earnings management and the timeliness of 
submission of the company’s financial statements are not associated. Neither high nor low levels 
of earnings management are, therefore, associated with the timeliness of submission of financial 
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statements. This study, therefore, has failed to confirm the results of research conducted by 
Boritz and Liu (2006) and Aubert (2009), which supports the empirical evidence that shows a 
negative association between earnings management and the timeliness of submission of financial 
statements. 
 
Table 6.12, descriptive statistics variables, reveals that the average level of earnings management 
is 0.07326, with a standard deviation of up to 0.075259. Some companies that have a high value 
of earnings management submitted their financial statements in a timely manner as did PT 
Matahari Department Store Tbk (0.69), PT Modernland Realty Ltd. Tbk (0.58) and PT Matahari 
Putra Prima Tbk (0.46). In contrast, many companies which could be expected to deliver timely 
financial statements because of their low level of earnings management were, in fact, late in 
submitting financial reports, such as PT Dian Swastatika Sentosa Tbk (0.0009), PT Global 
Mediacom Tbk (0.0012) and PT Inti Agri Resources Tbk (0.0045). These data potentially cause 
the variable of earnings management to have no association with the submission time of the 
financial statements. 
 
The research result indicates that the level of earnings management in the company has no 
association with the timeliness of the delivery of the company's financial statements. These 
circumstances might exist when a company performs earnings management, and the 
management of the company has been preparing from the beginning of the year to view the 
projections that will be achieved at the end of the year, and comparing them with expectations 
that want to be achieved. Therefore, since the beginning the management has been aware of what 
should be done in order to obtain the expected results. Therefore, with earnings management in 
 207 
 
place, they do not need to spend a lot of time at the end of the year to submit financial statements 
in a timely manner. This view is also supported by Lee and Son’s (2009) research which found 
that earnings management reduces the quality (relevance and reliability) of financial statements.  
 
6.4.1.2.5 Ownership Structure (OWN) 
Ownership structure, in Table 6.32 of regression coefficient test, shows a negative coefficient of 
-0.011. The negative sign of the coefficient indicates that the structure of ownership is negatively 
associated with or is in the opposite direction to the timeliness of submission of the company’s 
financial statements. Thus, when a company has a high percentage of outsider ownership, the 
company tends not to be on time or is late in submitting financial statements. On the contrary, 
when the company has a low percentage of outsider ownership, the company tends to be timelier 
in submitting financial statements. 
 
The significance value of the binary logistic regression equation of the structure of ownership 
and the timeliness of submission of the company’s financial statements is 0.113. The 
significance value is greater than 0.05, so that it can be concluded that there is no association 
between the structure of ownership and the timeliness of submission of the company’s financial 
statements. 
 
The results of this study indicate that there is no negative relationship between ownership 
structure and the timeliness of submission of the company’s financial statements. High and low 
levels of ownership structure are not associated with the timeliness of submission of the 
company’s financial statements. This study, therefore, failed to prove the results of research 
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conducted by Owusu-Ansah and Leventis (2006) and Wang and Song (2006) which states that 
the structure of ownership has a significant association with the timeliness of financial reporting. 
 
Table 6.12, descriptive statistics variables, reveals that the average percentage of the structure of 
ownership is 32.02%, with a standard deviation of up to 19.022%. Some companies with the 
lowest percentages of outsider ownership continue to submit their financial statements in a 
timely manner, for instance, PT Bentoel Internasional Investama Tbk (1%), PT H.M. Sampoerna 
Tbk. (2%) and PT Matahari Department Store Tbk (2%). In contrast, many companies that could 
be expected to deliver timely financial reports because of their high percentage of outsider 
ownership are, in fact, companies which are actually late, such as, PT Kawasan Industri Jababeka 
Tbk (94%), PT Bumi Resources Tbk (93%) and PT Citra Marga Nusaphala Persada Tbk (83%). 
These data potentially cause the variable of ownership structure to have no association with the 
submission time of the financial statements. 
 
The result indicates that companies that either submit their financial statements on time or are 
late equally ignore pressures related to the structure of ownership. The research result indicates 
that the level of outsider ownership of the company is not associated with the timeliness of 
delivery of the company's financial statements. Possibly this is due to the fact that there is no 
difference between the pressure from insider or outsider ownership for timely financial reporting; 
they both have the same power and interest to produce the financial statements on time for 
economic decision-making reasons. This view is also supported by Wang and Song’s (2006) 
research finding that timeliness of financial reporting is more important to small shareholders 
than to large shareholders. 
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Another reason why ownership structure may not be associated with the timeliness of submission 
of the company’s financial statements is the existence of a good relationship between 
management and the owner of the company. If the company has a good relationship and 
communication with the owner of the company, although there is pressure from outsider 
ownership, management will still be able to communicate with the owner, so that the timeliness 
of submission of financial statements will be maintained. On the contrary, although a company 
has less pressure from outsider ownership, the management will not necessarily be timely in 
submitting financial statements if the communication and relationship with the owner is bad. 
This view is also supported by Bowen et al.’s (1992) research that found the relationship with 
management influences the importance given to financial reporting timeliness, and that the 
timing of decisions gives management an opportunity to influence shareholders' attitudes. 
 
6.4.1.2.6 Company Size (SIZE) 
Company size, in Table 6.32 of regression coefficient test, shows a negative coefficient of                    
-0.070. The negative sign of the coefficient indicates that company size is negatively associated 
with or in the opposite direction to the timeliness of submission of financial statements. Thus, 
when a company has a high value of total assets, the company is likely to be late in submitting its 
financial statements. On the contrary, when the company has a low value of total assets, 
companies tend to be on time in submitting their financial statements. 
 
The significance value of the binary logistic regression equation between company size and the 
timeliness of submission of financial statements is 0.123. The significance value is greater than 
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0.05, thus it can be concluded that there is no relationship between company size and the 
timeliness of submission of the company’s financial statements. 
 
The results of this study indicate that company size and the timeliness of submission of the 
company’s financial statements have no negative relationship. A high or low company size is not 
associated with the timeliness of submission of financial statements. This study, therefore, failed 
to prove the results of research conducted by Schwartz and Soo (1996), Jaggi and Tsui (1999) 
and Owusu-Ansah (2000) which supports the empirical evidence that shows a negative 
association between company size and the timeliness of submission of financial statements. 
 
Table 6.12, descriptive statistics variables, reveals that the average company size is 21.3861, 
with a standard deviation of up to 3.13603. Some companies with a high value for company size 
submitted their financial statements in a timely manner, as did PT Astra International Tbk 
(26.19), PT Telekomunikasi Indonesia Tbk (25.68) and PT Indofood Sukses Makmur Tbk 
(25.18). In contrast, many companies which could be expected to deliver timely financial 
statements because of low company size, were late in submitting financial reports, such as 
Golden Eagle Energy Tbk (9.09), PT Inti Agri Resources Tbk (12.85) and PT Inti Apexindo 
Pratama Duta Tbk (13.22). These data potentially cause the variable of company size to have no 
association with the submission time of the financial statements. 
 
One of the reasons why the complexity of company size is not associated with the timeliness of 
submission of the company’s financial statements is the presence of internal controls and 
financial reporting systems. If a company has good internal controls and financial reporting 
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systems and even though it has a huge number of assets, management will be able to control its 
assets well, and the timeliness of submission of financial statements will be maintained. On the 
contrary, although a company does not have a large amount of assets it will not necessarily be 
timely in submitting financial statements if the internal controls and financial reporting systems 
are weak. This view is also supported by Ettredge et al.’s (2005) research that found firms with 
weak internal control systems experience longer audit delays. 
 
6.4.1.2.7 Company Age (AGE) 
Company age, in Table 6.32 regression coefficient test, shows a positive coefficient of 0.007. 
The positive sign of the coefficient indicates that company age is positively associated with or is 
in the opposite direction to the timeliness of submission of the company’s financial statements. 
Thus, when a company is older, the company tends to be punctual or more timely in submitting 
the financial statements. On the contrary, younger companies tend to be late in submitting their 
financial statements. 
 
The significance value of the binary logistic regression equation of the company’s leverage and 
the timeliness of submission of the company’s financial statements is 0.491. The significance 
value is far greater than 0.05, thus it can be concluded that there is no association between 
company age and the timeliness of submission of the company’s financial statements. 
 
The results of this study indicate that company age and the timeliness of submission of the 
company’s financial statements have no positive relationship. The age of the company is not 
associated with the timeliness of submission of the company’s financial statements. This study, 
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therefore, failed to prove the results of research conducted by Courtis (1976) and Owusu-Ansah 
(2000), which states that company age has a significant association with the timeliness of 
financial reporting. 
 
Table 6.12, descriptive statistics variables, reveals that the average age is 28 years, with a 
standard deviation of up to 14. Some younger aged companies continue to submit their financial 
statements in a timely manner, such as PT Indofood CBP Sukses Makmur Tbk (1 year old), PT 
Sarana Menara Nusantara Tbk (2 years old) and PT Benakat Petroleum Energy Tbk (3 years 
old). In contrast, many companies which would be expected to deliver timely financial reports 
because they are older companies, were late in submitting financial reports, such as PT Indosat 
Tbk (45 years old), PT Surya Semesta Internusa Tbk (43 years old) and PT Hanson International 
Tbk (43 years old). These data potentially cause the variable of company age to have no 
association with the submission time of the financial statements. 
 
The results for companies which had submitted their financial statements both on time and late 
were equally not related to company age. Possibly this is due to the current technology 
conditions in which the use of information systems is normal and even recommended, for 
companies both new and old,  to gather, process and provide information to support the financial 
reporting process. This is also supported by Kaplan and Norton’s (1996) research that argued the 
capability of an information system can provide timely information in the learning and growth 
phase of a company. 
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6.4.1.2.8 Audit Opinion (OPINI) 
Audit opinion, in Table 6.32 regression coefficient test, shows a negative coefficient of -0.257. 
The negative sign of the coefficient indicates that the variable of audit opinion is negatively 
associated with or in the opposite direction to the timeliness of submission of the company’s 
financial statements. Thus, when a company obtains an unqualified audit opinion, it tends to be 
late in delivering financial statements. On the contrary, when the company receives an opinion 
other than an unqualified audit opinion, the company tends to be timely in submitting their 
financial statements. 
 
The significance value of the binary logistic regression equation of the company’s audit opinion 
and the timeliness of submission of the company’s financial statements is 0.834. The 
significance value is more than 0.05, therefore it cannot be concluded that there is an association 
between audit opinion and the timeliness of submission of the company’s financial statements. 
 
The results of this study indicate that audit opinion and the timeliness of submission of the 
company’s financial statements have no positive relationship. Thus, this study has failed to prove 
the results of research conducted by Ahmad and Kamarudin (2003) and Sudrajat (2008) which 
supports the empirical evidence showing a positive association between a company’s audit 
opinion and the timeliness of submission of the company’s financial statements. 
 
Table 6.38 Audit Opinion Distribution 
Audit opinion On time Not on time/Late Total 
Unqualified opinion 468 94 562 
Other than 
unqualified opinion 
 
7 
 
1 
 
8 
Total 475 95 570 
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Given the significance value, the conclusion of this research is that audit opinion is not 
associated with the timeliness of submission of the company’s financial statements. Table 6.38 
shows that, from the data processed, in fact, a total of 475 observations were timely in submitting 
their financial statements, with as many as 468 companies (99%) receiving an unqualified 
opinion. However, this figure appears hugely different when compared with observations that 
were also on time but without an unqualified opinion, that is, only 7 companies (1%). 
Conversely, if taking into account the 95 observations that were late to deliver financial reports, 
94 observations (99%) were companies with an unqualified opinion. Thus, companies which 
receive an unqualified opinion are late to deliver the financial statements. This distribution 
information potentially cause the variable of audit opinion to have no association with the 
submission time of the financial statements. 
 
Developing research regarding the association between audit opinions and the timeliness of 
submission of financial statements is based on whether the news is good or bad as a signal of the 
condition of the company for the investors. Companies that obtain an unqualified opinion from 
the auditors for their financial statements tend to be more on time in submitting their financial 
statements, because the opinion is that it is good news. On the contrary, a company is unlikely to 
be timely in submitting their financial statements having received other than an unqualified 
opinion because it is considered to be bad news. For example, PT Humpuss Intermoda 
Transportasi Tbk obtained a disclaimer opinion because the company and its subsidiaries had 
various legal cases related to liabilities or losses that might arise from the winding up process of 
the company. Significant exposures were filed against them by several parties. In addition, the 
legal cases were undergoing arbitration and court proceedings. Decisions on such cases were 
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pending, and the company was unable to determine the probable outcomes of the legal cases. All 
such news is bad news and signals that companies will tend to delay the submission of financial 
statements. 
 
The results of this study indicate that audit opinion and the timeliness of submission of the 
company’s financial statements have no negative relationship. Therefore, whether or not the 
company obtained an unqualified audit opinion, is not associated with the timeliness of 
submission of the company’s financial statements. This shows that the audit opinion on the 
financial statements is not related to the decision of the management of the company to submit 
the financial reports either punctually or late. This study, therefore, failed to prove the results of 
research conducted by Ashton et al. (1989), Newton and Ashton (1989), Bamber et al. (1993), 
and Soltani (2002) which states that audit opinion is associated with reporting lag. 
 
The result indicates companies that either submitted their financial statements on time or late, 
equally ignored information related to audit opinion. However, the negative sign of the 
coefficient revealed that the unqualified opinion is negatively associated with the timeliness of 
submission of the company’s financial statements. Possibly this is due to the process of auditing 
taking longer  if the company wants to obtain an unqualified opinion, because the opinion is 
considered as good news to the users of financial statements. Therefore, the company 
management tends to acquire an unqualified opinion even though they have to postpone the 
submission of the financial reports. This might explain why a company has an unqualified 
opinion but is late to submit the financial statements. On the other hand, some companies accept 
other than an unqualified audit opinion as long as they can still submit the financial statements 
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on time to avoid a penalty from the regulator. This view also supports Krishnan and Yang’s 
(2009) finding that firms with longer audit reporting lags report late, while firms with shorter 
audit reporting lags report early. 
 
6.4.1.2.9 Public Accounting Firm (Audit Firm) Size (AUDIT) 
Audit firm size, in Table 6.32 of regression coefficient test, shows a negative coefficient of          
-0.924. The negative sign of the coefficient indicates that the variable of audit firm size is 
negatively associated or is in the opposite direction to the timeliness of submission of the 
company’s financial statements. Thus, when companies are audited by a Big Four audit firm, 
they tend to be late in submitting their financial statements. On the contrary, when a company is 
audited by a non-Big Four firm, the company is likely to be timelier in submitting its financial 
statements. 
 
The significance value of the binary logistic regression equation of audit firm size and the 
timeliness of submission of the company’s financial statements is 0.001. The significance value 
is less than 0.05, thus it can be concluded that there is a significant relationship between audit 
firm size and the timeliness of submission of the company’s financial statements. 
 
The results of this study indicate that audit firm and the timeliness of submission of the 
company’s financial statements have a significant negative relationship. Thus, this study proves 
that audit firm size is associated with the company's financial report submission time. This study, 
therefore, confirms the results of research conducted by Ng and Tai (1994) and Turel (2010) 
which states that audit firm has a significant association with the timeliness of financial 
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reporting. However, this study finds against the results of research conducted by Leventis et al. 
(2005) and Owusu-Ansah (2006) which support the empirical evidence showing a positive 
association between the size of audit firm and the timeliness of financial reporting. 
 
Table 6.39 Size of Audit Firm Distribution 
Size of Audit Firm On time Not on time/Late Total 
Big Four 308 34 342 
Non-Big Four 167 61 228 
Total 475 95 570 
 
 
Given the significance value, the conclusion of this research is that the size of the audit firm is 
significantly associated with the timeliness of submission of the company’s financial statements. 
Table 6.39 shows that, from the data processed, in fact, a total of 95 observations that submitted 
their financial statements late, as many as 34 observations (36%) were audited by a Big Four 
audit firm. However, this figure is very different when compared with samples that were also 
submitted late but were not audited by a Big Four audit firm, that is, a total of 61 observations 
(64%). Conversely, if viewed from the 475 observations that delivered timely financial reports, 
167 observations (35%) of companies were audited by a non-Big Four audit firm. Furthermore, 
167 (77%) of the 228 companies audited by a non-Big Four audit firm were still punctual in 
delivering their financial reports, and only 61 of the observations (23%) which audited by a non-
Big Four audit firm were late to deliver their financial reports.This finding shows that even 
though companies were audited by non-Big Four audit firms, the companies still submit their 
financial statements in a timely manner. This distribution information potentially causes the size 
of audit firms to have a significant negative association with the submission time of the financial 
statements. 
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The result of the study indicates that audit firm size is associated with timeliness, that is, 
companies who engaged Big Four foreign affiliated audit firms had more reporting lag compared 
to others. This association is consistent with prior studies, such as those of Ng and Tai (1994) 
and Turel (2010) that found a negative relationship between Big Four audit firms and the 
timeliness of reporting. In other words, companies engaging a Big Four audit firm had higher 
reporting lags compared to others. This may be because of higher negotiation times for 
companies to appreciate and agree with a Big Four foreign affiliated firm, since IFRS are 
principles-based. However, future studies are suggested to investigate empirically this negative 
relationship. 
 
Developing research related to audit firm size and the timeliness of submission of the company’s 
financial statements, is based on a Big Four audit firm requiring less time to complete an audit. 
International firms are considered to be able to perform an audit more efficiently, have a great 
level of resources, and a level of flexibility enabling them to complete the audit on time. Big 
Four audit firms also have a huge incentive to complete audit work faster because of their efforts 
to maintain their reputation.  
 
With a significant negative relationship, the test result in this study support the existing 
theoretical basis and developing studies regarding an association between audit firm size and 
delays in submission of the company’s financial statements. 
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Control Variables Conclusion 
The present study investigates the association of financial policy factors and the timeliness of 
submission of the company’s financial statements with the control variables of: complexity of 
company operations, company performance, leverage, earnings management, ownership 
structure, company size, company age, audit opinion and audit firm size.  
 
The results of coefficient regression tests in tables 6.32 and 6.33 indicate that based on the test 
outputs the present study shows that financial policy factors which are implementation of 
significant IFRS adoption and retirement benefit plan are related to the timeliness of submission 
of the company’s financial statements by controlling the variables of complexity of company 
operation, company performance, leverage, earnings management, ownership structure, company 
size, company age, audit opinion and audit firm size. The study also reports that the control 
variables of company performance and audit firm size are associated with the timeliness of 
submission of the company’s financial statements. 
 
6.4.2 Joint Association 
The joint association is measured by the simultaneous association of the financial policy factors 
(implementation of IFRS adoption, retirement benefit plan and tax audit) with the control 
variables (complexity company operation, company performance, leverage, earning 
management, ownership structure, company size, company age, audit opinion and audit firm 
size) and the timeliness of submission of the company’s financial statements.  
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6.4.2.1 Simultaneous Association between Financial Policy Factors with the Control 
Variables and Timeliness of Submission of the Company’s Financial Statements 
Multicollinearity test results, Table 6.24, indicate that, based on the test output, if the tolerance 
value of all the independent and control variables is greater than 0.10, the VIF of all independent 
and control variables is smaller than 10.00. Based on the test, it can be concluded that there is no 
multicollinearity between independent and control variables. Furthermore, the results of 
simultaneous tests, which can be seen in Table 6.25 Simultaneous Tests, indicate that the 
magnitude of the Omnibus Tests of Model Coefficients shows a statistical value of 63.341 with a 
significance probability of 0.000.As 0.000 < 0.05, it can be concluded that the independent and 
control variables as a whole have a significant effect on the dependent variable. 
 
Therefore, it can be concluded that the independent variable of implementation of IFRS (IFRS), 
retirement benefit plan (EMFIT) and tax audit (TAX) with the control variables of complexity of 
company operations (OPER), company performance (PROFIT), leverage that is proxied with 
debt-to-equity ratio (LEV), earnings management that is proxied with discretionary accruals 
(DACC), ownership structure (OWN), company size (SIZE), company age (AGE), audit opinion 
(OPINI) and audit firm size (AUDIT) simultaneously have a significant association with the 
dependent variable, that is, timeliness of submission of the company’s financial statements 
(TIME). 
 
6.4.2.2 Backward Stepwise Regression of the Association between Financial Policy Factors 
and the Timeliness of Submission of the Company’s Financial Statements 
One further approach could be used for data analysis in this study which is a backward stepwise 
regression. In this approach, the least significant variables are deleted from the regression one-
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by-one until the model only includes those that are significant. The problem with this approach is 
that the R square of the model tends to fall. In this case, based on Table 6.41 Backward Stepwise 
Regression Coefficients Test, the test variables of IFRS implementation and retirement benefit 
plan become more significant, and tax audit becomes a non-significant test variable. On the other 
hand, the control variables that become more significant are company size, company 
performance, and audit firm size; the non-significant factors are company leverage, audit 
opinion, earnings management, ownership structure, complexity of company, company age and 
tax audit. The company size becomes one of the company attributes that moderately is associated 
with the timeliness of the submission of the company’s financial statements. However, based on 
Table 6.40 below, the value of Nagelkerke R Square of the model falls slightly from 0.172 to 
0.165. Thus, the variability of the dependent variable can be explained by the independent 
variables of implementation of IFRS (IFRS) and retirement benefit plan (EMFIT), controlled by 
the variables of company performance (PROFIT), company size (SIZE), and audit firm size 
(AUDIT) which is equal to 16.5 %, while 83.5% is explained by the variability of other variables 
outside the model study.  
 
Table 6.40 Backward Stepwise Coefficient of Determination 
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In conclusion, the analysis of logistic regression was used at a significance level of 5%. The 
result of the research using a backward stepwise approach provides evidence that IFRS 
implementation and retirement benefit plan, controlled by the variable of company performance, 
company size and audit firm size, jointly have a significant association with timeliness of 
financial statement submission.  
 
However, there is no evidence that tax audit has a relationship to timeliness of submission of the 
company’s financial statement. Furthermore, the control variables of company leverage, audit 
opinion, earnings management, ownership structure, complexity of company and company age 
are also found not to be associated with the timeliness of submission of the company’s financial 
statement. Therefore, using this approach, the financial policy factors that have significant 
association with the timeliness of the submission of the company’s financial statements are 
implementation of IFRS adoption and retirement benefit plan controlled by the significant 
variables of company performance, company size and audit firm size.  
 
Furthermore, in Table 6.41 below, the test results of the binary logistic regression equation using 
a backward stepwise regression approach are as follows: 
 
Ln (TIME/1-TIME) = 5.060 – 0.123IFRS – 1.109EMFIT – 1.277PROFIT – 0.080SIZE – 
1.016AUDIT + ε 
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Table 6.41 Backward Stepwise Regression Coefficients 
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6.4.2.3 Fixed Effect Model 
 
An additional test of data analysis in this study relates to the fixed effect model. This model is 
used to assess the impact of the variables that change over time on the outcome variable which is 
the timeliness of financial reporting. Since the target is a categorical variable, the Model 
Summary view includes a table of the overall model accuracy. Comparing the accuracy chart in 
Figure 6.1 below tells that at a glance that the overall correct classification rate for the mixed 
model actually stands better at 86.5% than what was predicted (82.6%) in table 6.23. Hence this 
model (which incorporates a generalized logit mixed approach) not only suggests the level of the 
impact but also increases the reliability of the results of this study. 
 
Figure 6.1 Fixed Effect Model - Accuracy Chart 
 
In summary, this model has helped identify the proportion of companies that have delayed the 
submission of financial reports to the stock exchange and the companies that have submitted 
their financial reports on time to the stock exchange. Based on table 6.42 below, the overall 
percent correct equals 86.5%.  
 
Table 6.42 Fixed Effect Model - Classification 
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Table 6.43 Fixed Effect Model – Coefficient and Significance 
 
 
By using the fixed effect model, based on the results of the coefficients and significance  in the 
table above, it can be explained that there is a strong relationship (p-value:0.005<0.05) between 
retirement employee benefit plans (EMFIT) and timeliness of submission of the company’s 
financial statements. Furthermore, the test result on the table also shows that there is a strong 
relationship (p-value:0.002<0.05) between company perfomance (PROFIT) and timeliness of 
submission of the company’s financial statements as well as between the auditor firm size 
(AUDIT) (p-value: 0.009<0.05) and timeliness of submission of the company’s financial 
statements. Meanwhile, the implementation of IFRS adoption (IFRS) is considered not to be 
significant, since the p-values of the variable is above 0.05.  Therefore, it can be concluded, by 
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including the fixed effect model approach, the result provides evidence that the pension plans 
was associated with timeliness of submission of the company’s financial statements in Indonesia 
over the time. However, there is no evidence that implementation of IFRS adoption was strongly 
associated with the timeliness of financial statement of submission in Indonesia over the time. 
This may be attributable to the fact that the fixed effect model combines the effects of the 
periods both before and after the implementation of IFRS in 2012.  A solution to segregate the 
individual period effects is by running panel data analyses of different periods. This thesis hence 
tests the relations by conducting a panel data analysis of both year-by-year and a pre- and post-
analysis in the following sections. 
 
6.4.3 Panel Data Results  
6.4.3.1 Relationship Analysis Results - Year-by-Year  
Table 6.44 Regression Coefficients Test 2010 
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In 2010, based on the results of the regression coefficients tests in the table above, with the 
analysis of logistic regression at a significance level of 5%, it can be explained that there is a 
strong negative relationship (p-value:0.0.41<0.05; B coef:-1.744) between implementation of 
IFRS implementation (IFRS) and the timeliness of submission of the company’s financial 
statements, and, that there is a moderate negative relationship (p-value:0.066>0.05; B coef:-
0.688) between leverage (LEV) and the timeliness of submission of the company’s financial 
statements. Meanwhile, company retirement benefit plan (EMFIT), tax audit (TAX) and the 
other predictor (control) variables are considered not to be significant, since the p-values of the 
variables are all above 0.05.  
 
 
Therefore, it can be concluded that the results of this research provide evidence that, in 2010, the 
test variable of implementation of IFRS adoption and the control variable of leverage were 
significantly associated with timeliness of financial statement submission in Indonesia, 
respectively. However, there is no evidence that retirement benefit plan and tax audit were 
associated with the timeliness of financial statement submission in Indonesia. 
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Table 6.45 Regression Coefficients Test 2011 
 
 
In 2011, based on the regression coefficients tests in the table above, with the analysis of logistic 
regression at significance level of 5%, it can be explained that leverage (LEV) (p-value: 
0.034<0.05; B coef:1.523) and tax audit (TAX) (p-value: 0.034<0.05; B coef:1.523) have a 
partial strong positive relationship to the timeliness of submission of the company’s financial 
statements. The implementation of IFRS adoption (IFRS) has a moderate negative relationship 
(p-value: 0.052>0.05; B coef:-0.338) with the timeliness of submission of the company’s 
financial statements. Meanwhile, company retirement benefit plan (EMFIT) and the other 
predictor (control) variables are considered not as significant since the p-values of the variables 
are all above 0.05.  
 
Therefore, it can be concluded that the results of this research provide evidence that, in 2011, the 
test variable of implementation of IFRS adoption and tax audit and the control variable of 
leverage were significantly associated with timeliness of financial statement submission in 
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Indonesia. However, there is no evidence that retirement benefit plan was associated with the 
timeliness of financial statement submission in Indonesia. 
 
Table 6.46 Regression Coefficients Test 2012 
 
In 2012, based on the regression coefficients tests in the table above, with the analysis of logistic 
regression at a significance level of 5%, it can be explained that company performance 
(PROFIT) (p-value: 0.007<0.05; B coef:-2.619) and audit firm size (AUDIT) (p-value: 
0.021<0.05; B coef:-1.383) have a partial strong negative relationship to the timeliness of 
submission of the company’s financial statements. Furthermore, the implementation of IFRS 
adoption (IFRS) has a moderate negative relationship (p-value: 0.052>0.05; B coef:-0.188) with 
the timeliness of submission of the company’s financial statements. Meanwhile, retirement 
benefit plan (EMFIT), tax audit (TAX) and the other predictor (control) variables are considered 
not as significant since the p-values of the variables are all above 0.05.  
 
 230 
 
Therefore, it can be concluded that this research provides evidence that, in 2012, the test variable 
of implementation of IFRS adoption and the control variables of company performance and audit 
firm size were significantly associated with timeliness of financial statement submission in 
Indonesia. However, there is no evidence that retirement benefit plan and tax audit were 
associated with the timeliness of financial statement submission in Indonesia. 
 
Table 6.47 Regression Coefficients Test 2013 
 
In 2013, based on the regression coefficients tests in the table above, with the analysis of logistic 
regression at a significance level of 5%, it can be explained that tax audit (TAX) has a moderate 
to low negative relationship (p-value: 0.099>0.05; B coef-0.980) with the timeliness of 
submission of the company’s financial statements. Furthermore, there is a strong negative 
relationship (p-value: 0.028<0.05; B coef:-1.430) between the control variable of audit firm size 
(AUDIT) and the timeliness of submission of the company’s financial statements. Meanwhile, 
implementation of IFRS adoption (IFRS), company retirement benefit plans (EMFIT) and the 
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other predictor (control) variables are considered not as significant since the p-values of the 
variables are all above 0.05.  
 
Therefore, it can be concluded that this research provides evidence that, in 2013, the test variable 
of tax audit and control variable of audit firm size were significantly associated with timeliness 
of financial statement submission in Indonesia. However, there is no evidence that the 
implementation of IFRS adoption and retirement benefit plan were associated with the timeliness 
of financial statement submission in Indonesia. 
Table 6.48 Regression Coefficients Test 2014 
 
In 2014, based on the regression coefficients tests in the table above, with the analysis of logistic 
regression at a significance level of 5%, it can be explained that IFRS implementation (IFRS) (p-
value: 0.031<0.05; B coef:-0.911) and the control variable of ownership structure (OWN) (p-
value: 0.006<0.05; B coef:-0.051) have a partial strong negative relationship to the timeliness of 
submission of the company’s financial statements. Furthermore, company retirement benefit plan 
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(EMFIT) has a moderate negative relationship (p-value: 0.074>0.05; B coef:-1.520) with the 
timeliness of submission of the company’s financial statements. Meanwhile, tax audit (TAX) and 
the other predictor (control) variables are considered not as significant since the p-values of the 
variables are all above 0.05. 
 
Therefore, it can be concluded that the results of this research provide evidence that, in 2014, the 
test variables of IFRS implementation and company retirement benefit plan and the control 
variable of ownership structure were significantly associated with timeliness of financial 
statement submission in Indonesia. However, there is no evidence that tax audit was partially 
associated with the timeliness of financial statement submission in Indonesia. 
 
6.4.3.2 Relationship Analysis Results – Before and After IFRS Adoption in 2012 
6.4.3.2.1 Before IFRS Adoption in 2012 
Table 6.49 Regression Coefficients Tests Before (Pre) Compulsory IFRS Adoption 
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For the financial period 2010 to 2011, that is, before IFRS adoption, based on the results in the 
regression coefficients tests in the table above, with the analysis of logistic regression at a 
significance level of 5%, it can be explained that there is no negative relationship (p-value: 
0.229>0.05; B coef:-0.170) between IFRS implementation (IFRS) and the timeliness of 
submission of the company’s financial statements. However, the test variable of retirement 
benefit plan (EMFIT) (p-value: 0.034<0.05; B coef:-2.389) with the control variables of  
complexity of company operation (OPER) (p-value: 0.024<0.05; B coef:-2.121), company 
performance (PROFIT) (p-value: 0.022<0.05; B coef:-1.805) and audit firm size (AUDIT) (p-
value: 0.032<0.05; B coef:-1.520) have a partial strong negative relationship to the timeliness of 
submission of the company’s financial statements. Conversely, there is a moderate positive 
relationship (p-value: 0.082<0.05; B coef:0.953) between tax audit (TAX) and the timeliness of 
submission of the company’s financial statements. Meanwhile, the other predictor (control) 
variables are considered not as significant since the p-values of the variables are all above 0.05. 
 
Therefore, it can be concluded that the results of this research provide evidence that before IFRS 
adoption in 2012, IFRS implementation was not associated with the timeliness of submission of 
a company’s financial statements. On the other hand, the test variables of retirement benefit plan 
and tax audit, as well as the control variables of complexity of the company operations, company 
performance, and audit firm size, were significantly associated with the timeliness of financial 
statement submission in Indonesia. Nevertheless, there is no evidence that leverage, earnings 
management, ownership structure, company size, company age and audit opinion were 
associated with the timeliness of financial statement submission in Indonesia. 
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6.4.3.2.2 After IFRS Implementation in 2012 
Table 6.50 Regression Coefficients Tests After (Post) Compulsory IFRS Adoption 
 
For the financial period 2012 to 2014, which is after IFRS adoption, based on the results in the 
regression coefficients tests in the table above, with the analysis of logistic regression at a 
significance level of 5%, it can be explained that that there is a strong negative relationship (p-
value: 0.018<0.05; B coef:-0.170) between IFRS implementation (IFRS) and the timeliness of 
submission of the company’s financial statements. In addition, the control variables of company 
performance (PROFIT) (p-value: 0.007<0.05; B coef:-1.129) and audit firm size (AUDIT) (p-
value: 0.009<0.05; B coef:-0.829) have a partial strong negative relationship to the timeliness of 
submission of the company’s financial statements. Similarly, there is a moderate negative 
relationship (p-value: 0.084>0.05; B coef:-0.015) with ownership structure (OWN) and the 
timeliness of submission of a company’s financial statements. Meanwhile, retirement benefit 
plan (EMFIT), tax audit (TAX) and the other predictor (control) variables are considered not as 
significant since the p-values of the variables are all above 0.05. 
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Therefore, it can be concluded that this research provides evidence that, after IFRS adoption in 
2012, implementation of IFRS adoption was significantly associated with the timeliness of 
submission of a company’s financial statements. Additionally, the control variables of company 
performance, audit firm size and ownership structure were significantly associated with the 
timeliness of financial statement submission in Indonesia. On the other hand, there is no 
evidence that the retirement benefit plan and tax audit were associated with the timeliness of 
financial statement submission in Indonesia. 
 
6.4.3.3 Paired T Test – Pre- and Post-Implemetation of IFRS Adoption in 2012 
 
A paired t-test is used to compare two population means where there are two samples in which 
observations in one sample can be paired with observations in the other sample (Black, 2011). 
Black (2011) suggest that the test is deemed suitable to answer the research question of 
difference between (comparison of) two related (paired, repeated or matched) variables with the 
type of variables are continuous (scale/interval/ratio). The common applications are for 
comparing the means of data from two related samples ie, observations before and after an 
intervention on the same participant and/or comparison of measurements from the same 
participant using 2 measurement techniques (Black, 2011). Therefore, this test is implemented to 
report whether there was a significant change in timeliness of financial reporting in Indonesia 
before and after implementation of IFRS adoption in 2012. For this test, the first step is to 
formulate the hypotheses as follows: 
The ‘null hypothesis’ is: 
H0: There is no difference in the timeliness of financial reporting before and after the 
implementation of IFRS adoption. 
And the ‘alternative hypothesis’ is: 
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H1: There is a difference or change in the timeliness of financial reporting before and after the 
implementation of IFRS. 
 
The second step is to analyze the pre- and post-implementation of IFRS adoption to the 
timeliness of financial reporting by comparing the mean by conducting t test and also setting the 
confidence interval by 95% (95% CI). Finally, the sample value of the test statistic could be 
computed. The paired sample tables below that consist of the result table of Paired sample 
statistics and table of paired sample test give the sample summary data of the test. 
 
Table 6. 51 Paired T-Tests  
  
 
The relevant results for the paired t-test are in the paired samples test table above.  From this 
table we observe that the t statitstic, t= 3.783, and p = 0.000; ie, only a very small probability 
exists that the result of no difference can occur under the null hypothesis (H0). The null 
hypothesis, is rejected, since p < 0.05 (in fact p = 0.000). Hence, it is concluded that there is 
evidence (t = 3.783, p = 0.000) of a significant change in the timeliness of financial reporting 
before and after the implementation of IFRS. In this data set, it decreased timeliness, on average, 
by approximately 0.1 points. By looking at the 95% Confidence Interval (95% CI), if taking 
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other samples of timeliness, it could get a 'mean paired difference' in timeliness different from 
0.114.  
 
Further alternative approach is conducted by setting the significance level to be  10% or CV of  t 
is 1.2816. Hence, if the sample value of the test statistic, t is more than 1.2816 then reject H0. To 
measure the change or difference of the timeliness of financial reporting in Indonesia due to the 
implementation of IFRS adoption, the sample value of the test statistic is computed in the table 
below. 
Figure 6.2 Sample Value of the Test Statistic Result 
 
From the sample value of test statistic result on the figure above, it can be concluded that the 
sample value of the test statistic t exceeds the critical value of 1.2816 (equally the p-value < α), 
 238 
 
therefore the null hypothesis is rejected in favour of the alternative hypothesis. Therefore, it can 
be concluded that, at a 10% significance level, the average of timeliness of financial reporting in 
Indonesia has changed before and after the implementation of IFRS adoption in 2012. 
 
6.4.3.4 The Timeliness of Financial Reporting and Retirement Benefit (Pension) Plans – 
Before and After IFRS Adoption 
 
An additional test of data analysis in this study relates to analyse the association of pension 
reporting requirements on timeliness before and after IFRS adoption. This test is conducted by 
performing regression of the implementation of IFRS adoption with retirement benefit (pension) 
plan in the following regression model (separately for pre and post IFRS adoption in 2012).  
Ln (TIME/1-TIME) = α + β1 EMFIT + β2 EMFIT + β3 OPER + β4 PROFIT + β5 LEV + β6 DACC 
+ β7 OWN + β8 SIZE + β9 AGE + β10 OPINI + β11 AUDIT + ε 
 
6.4.3.4.1 The Timeliness of Financial Reporting and Retirement Benefit (Pension) Plans – 
Before IFRS Adoption in 2012 
Table 6.52 Regression Coefficients Tests Before (Pre) IFRS Adoption in 2012 
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For the financial period 2010 to 2011, that is, before IFRS adoption, based on the results in the 
regression coefficients tests in the table above, with the analysis of logistic regression at a 
significance level of 5%, it can be explained that there is significant negative relationship (p-
value: 0.038<0.05; B coef:-2.305) between pension plans (EMFIT) and the timeliness of 
submission of the company’s financial statements before the implementation of IFRS adoption. 
Furthermore, the control variables of  complexity of company operation (OPER) (p-value: 
0.035<0.05; B coef:-1.1951), company performance (PROFIT) (p-value: 0.014<0.05; B coef: -
1.899) and audit firm size (AUDIT) (p-value: 0.037<0.05; B coef:-1.461) have a partial strong 
negative relationship to the timeliness of submission of the company’s financial statements. 
Conversely, there is a no relation (p-value: 0.162>0.05; B coef:-0.198) between IFRS adoption 
(IFRS) and the timeliness of submission of the company’s financial statements. Meanwhile, the 
other predictor (control) variables are considered not as significant since the p-values of the 
variables are all above 0.05. 
 
Therefore, it can be concluded that the results of this research provide evidence that before IFRS 
adoption in 2012, retirement benefit (pension) plans was associated with the timeliness of 
submission of a company’s financial statements. Furthermore, the control variables of 
complexity of the company operations, company performance and audit firm size, were 
significantly associated with the timeliness of financial statement submission in Indonesia. 
Nevertheless, there is no evidence that the test variables of the implementation of IFRS adoption, 
as well as the control variables of leverage, earnings management, ownership structure, company 
size, company age and audit opinion were associated with the timeliness of financial statement 
submission in Indonesia. 
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6.4.3.4.2 The Timeliness of Financial Reporting and Retirement Benefit (Pension) Plans – 
After IFRS Adoption in 2012 
 
Table 6.53 Regression Coefficients Tests After (Post) IFRS Adoption in 2012 
 
 
For the financial period 2012 to 2014, which is after IFRS adoption, based on the results in the 
regression coefficients in the table above, with the analysis of logistic regression at a significance 
level of 5%, it can be explained that that there is a no relation (p-value: 0.209>0.05; B coef:-
0.494) between pension plans (EMFIT) and the timeliness of submission of the company’s 
financial statements. On the other hand, the test variable of IFRS adoption (IFRS) has a strong 
negative relation (p-value: 0.016<0.05; B coef:-0.172). In addition, the control variables of 
company performance (PROFIT) (p-value: 0.007<0.05; B coef:-1.131) and audit firm size 
(AUDIT) (p-value: 0.008<0.05; B coef:-0.838) have a partial strong negative relation to the 
timeliness of submission of the company’s financial statements. Similarly, there is a moderate 
negative relation (p-value: 0.084>0.05; B coef:-0.015) with ownership structure (OWN) and the 
 241 
 
timeliness of submission of a company’s financial statements. Meanwhile, the other predictor 
(control) variables are considered not as significant since the p-values of the variables are all 
above 0.05. 
 
Therefore, it can be concluded that this research provides evidence that, after IFRS adoption in 
2012, retirement employee benefit (pension) plans adoption was not significantly associated with 
the timeliness of submission of a company’s financial statements. This result may seem 
contradictory with this study’s main regression result which finds that employee benefit is 
negatively associated with the timeliness of financial reporting as suggested in tables 6.29 and 
6.33. This may be due to the fact that after the implementation of IFRS, the company 
subsequently adopted revised accounting standard of employee benefits – PSAK No.24 (adopted 
from IAS 19) made effective from 2012. The revised standard offered a simplified option to 
firms to fully recognise actuarial gain or loss arising from post-employment benefits through 
other comprehensive incomes. This is in contrast to the earlier standard that required extensive 
adjustments and changes based on actuarial valuation assumptions (i.e., in excess of the greater 
of 10% of the fair value of plan assets or 10% of the present value of defined benefit obligations 
in the profit or loss over the employees expected average remaining working lives). Additionally, 
the test variables of IFRS adoption and the control variables of company performance, audit firm 
size and ownership structure were significantly associated with the timeliness of financial 
statement submission in Indonesia. On the other hand, there is no evidence that the other control 
variables (complexity of the company operations, leverage, earnings management, size, age and 
audit opinion) were associated with the timeliness of financial statement submission in 
Indonesia. 
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6.5 Conclusion 
The aim of this study is to obtain empirical evidence about the association between financial 
policy factors and the timeliness of submission of companies’ financial statements. The financial 
policy factors investigated in this thesis include the implementation of IFRS adoption, the 
retirement benefit plans and tax audits. The control variables include complexity of company 
operations, company performance, leverage, earnings management, ownership structure, 
company size, company age, audit opinions and audit firm size. 
 
This study is conducted on a sample of 570 selected companies that were listed on the IDX from 
2010 to 2014. Testing was done using the descriptive statistics test and binary logistic regression 
to determine to what extent the financial policy factors related to the timeliness of submission of 
a company’s financial statements (that is, implementation of IFRS adoption, retirement benefit 
plans and tax audits). The regression analysis includes the control variables of complexity of 
company operations, company performance, leverage, earnings management, ownership 
structure, company size, company audit opinion, and audit firm size.  
 
The results of this research provide evidence that the financial policy factors related to the 
timeliness of submission of a company’s financial statements, using data from 2010 to 2014, are 
implementation of IFRS adoption (that has a strong negative association toward the timeliness of 
submission of a company’s financial statements) and company retirement benefit plans (which 
are measured by whether the company implements a defined benefit pension plan or a defined 
contribution pension plan). The study found that the implementation of significant IFRS 
adoption and a defined benefit pension plan has a partial strong negative relationship toward the 
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timeliness of submission of a company’s financial statements. However, there is no evidence that 
tax audits by the tax authority examiners are associated with the timeliness of submission of a 
company’s financial statements.  
 
Regarding the control variables, company performance (proxied by the company’s profit) and 
audit firm size are found to be associated with the timeliness of submission of a company’s 
financial statements, by using data from 2010 to 2014. The study found that company 
performance and a Big Four audit firm have a strong negative relationship with the timeliness of 
submission of a company’s financial statements. However, there is no evidence that other control 
variables, namely, company leverage, audit opinion, earnings management, ownership structure, 
complexity of company operations, company size and company age are associated with the 
timeliness of submission of a company’s financial statements. 
 
Moreover, the test variables of implementation of IFRS adoption, retirement benefit plan and tax 
audit together and controlled by the variables of complexity of company operations, company 
performance, leverage that is proxied with debt-to-equity ratio, earnings management that is 
proxied with discretionary accruals, ownership structure, company size, company age, audit 
opinion and audit firm size simultaneously, are associated with the dependent variable, that is, 
timeliness of submission of a company’s financial statements. However, using backward 
stepwise regression as a further approach, it is found that implementation of IFRS adoption and 
retirement benefit plan, with the control variables of company performance, company size and 
audit firm size, jointly have significant relationships to the timeliness of submission of a 
company’s financial statements. 
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The panel data analysis results for the association of the implementation of IFRS adoption over 
the year from 2010 to 2014 with the timeliness of submission of a company’s financial 
statements, find that almost every year, from 2010 to 2014, the implementation of IFRS adoption 
has a moderate to significant relationship to the timeliness of submission of a company’s 
financial statements, except for the financial statement period year, 2013. However, using 
comparisons from before and after the year of implementation of IFRS adoption, it is found that 
after implementation in 2012, there is a strong negative association to the timeliness of 
submission of a company’s financial statements, and there is no association before the 
implementation of IFRS adoption. 
 
The other results for the new introduced predictor variables being tested using the panel data 
year-by-year analysis result, are the company retirement benefit plan and tax audit as the other 
financial policy factors. This year-by-year study found that from 2010 to 2014, the company 
retirement benefit plan has a moderate negative association to the timeliness of a company’s 
financial statements, for the year 2014, that is caused by the preparation year for the 
implementation of PSAK 24 (revised 2013) adopted from IFRS (IAS 19 “employee benefits”) 
that became effective beginning or after January 1, 2015. This PSAK amendment requires all 
actuarial gains and losses to be recognized immediately through other comprehensive income, 
and the net pension asset or liability to be recognized in the statement of financial position in 
order to reflect the full value of the deficit or surplus plan. On the other hand, the tax audit of a 
company has a significant positive relationship to the timeliness of the company’s financial 
statements for the financial year of 2011. In 2011, with the implementation of tax reform in 
Indonesia, all tax payers were expected to have a tax payer identification number so that the tax 
authority could assess which tax payers should be audited or investigated. 
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CHAPTER 7: SUMMARY AND CONCLUSIONS 
 
 
7.1 Introduction 
This chapter summarises the research and presents the conclusions derived from the findings and 
the analysis. Section 7.2 describes the research question with its three research sub-questions and 
their related hypotheses, and test results. Section 7.3 explains the major contributions of this 
study to the literature, theory and an explanation of the study’s findings implication to practice. 
Section 7.4 identifies limitations associated with the research method adopted for the study. 
Finally, section 7.5 describes directions for relevant future research, and the conclusions of the 
study are in section 7.6. 
 
7.2 Aim, Research Questions and Findings 
The objective of the study is to examine the relationships of financial policy factors and 
timeliness of financial reporting over the periods before and after the adoption of IFRS in 
Indonesia in 2012. The research question and its sub-questions are explained in the context of the 
available literature in Chapter 2. The main research question (RQ) of the study investigates 
whether financial policy factors, namely, the implementation of IFRS adoption, retirement 
benefit plans (pension plans) and tax audits, are associated with the timeliness of the submission 
of Indonesian companies’ financial statements. The sub-research question 1 (subRQ1) 
investigates whether the implementation of IFRS adoption is associated with the timeliness of 
the submission of Indonesian companies’ financial statements. The next sub-research question 2 
(subRQ2) investigates whether a retirement benefit plans are associated with the timeliness of 
the submission of Indonesian companies’ financial statements. The third sub-research question 
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(subRQ3) investigates whether tax audits are associated with the timeliness of the submission of 
Indonesian companies’ financial statements. The subsequent two subsections, sections 7.2.1 and 
7.2.2, review the hypotheses, methodology, and main results associated with the research 
question and its three research sub-questions, and the results are reported in relation to the 
association between control variables and the timeliness of the submission of Indonesian 
companies’ financial statements. 
 
7.2.1 Research Questions 
The main research question (RQ) of this study is to investigate the association between financial 
policy factors (implementation of IFRS adoption, retirement benefit plan and tax audit) and the 
timeliness of financial reporting. The timeliness of financial reporting is measured by the 
accuracy of the submission date of the company’s audited annual financial statements to the 
stock exchange (Chambers & Penman, 1984; Schwartz & Soo, 1996). This was addressed by 
testing the three hypotheses, H1 to H3. Using unbalanced panel data totalling 570 unbalanced 
firm–year observations of the top 114 market capitalisation firms listed on the Indonesian capital 
market during the period 2010 to 2014, this study examines whether financial policy factors that 
consisted of implementation of IFRS adoption, retirement benefit plan and tax audit are 
significantly associated with the timeliness of submission of the company’s financial statements. 
Logistic regression model and longitudinal study methodology is used in this study to determine 
the effects of financial policy factors on the timeliness of the submission of corporate financial 
statements (Givoly & Palmon, 1992; Schwartz & Soo, 1996; Whittred & Zimmer, 1984; Naim, 
1999). 
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The main findings are as follows. First, firms with higher number of significant PSAK adopted 
IFRS implementation tend to have a longer submission time lag than firms with a lower number 
of significant PSAK adopted IFRS implementation. Evidence is found in this study to support 
H1 showing a statistically-significant association between implementation of IFRS adoption and 
submission of Indonesian companies’ financial statements. The second finding is that defined 
benefit pension plans have a statistically-significant negative association with submission of 
Indonesian companies’ financial statements. The findings show that firms with defined benefit 
pension plans are associated with a submission time lag which, thus, supports H2. Finally, this 
study shows no evidence of an association between tax audits and submission of Indonesian 
companies’ financial statements. Thus, this study does not support H3. 
 
This study uses a multivariate logistic regression model comparing the timeliness of submission 
of financial statements and the implementation of IFRS adoption to test H1, that is, whether the 
IFRS adoption that was implemented by the company each financial year is significantly 
associated with the timeliness of the company’s submission of financial statements. This study is 
among the first to measure the implementation of IFRS adoption by the number(s) of standard(s) 
that is/are significant to the company as determined by the accounting adjustment(s) and/or 
disclosures in the notes to the financial statements. This data was obtained from the companies’ 
financial reports that disclosed in the notes of summary of significant accounting policies. The 
main result is the significant relationship found between the implementation of IFRS adoption 
and the timeliness of submission of the company’s financial statements. Moreover, the 
robustness test of year-by-year analysis to investigate H1 shows a statistically-significant 
association between implementation of IFRS adoption and timeliness of submission of the 
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companies’ financial statements after the implementation of IFRS adoption in 2012. Therefore, 
the results of yearly analysis provide partial support to H1.  
 
The second hypothesis, H2, is associated with company retirement benefit plans. The analysis is 
performed using multivariate regressions with a logistic model, using timeliness for the 
dependent variable as the measure of punctuality of company submission of financial statements 
(Sengupta, 2004; Aubert, 2009). This result is supported by an analysis using measures of the 
type of company retirement benefit plan. This measure is the dummy variable of retirement 
benefit plan, which is coded ‘1’ if the company retirement benefit plan is classified as a defined 
benefit pension plan, and coded ‘0’ if the company supports a defined contribution pension plan 
(other than defined benefit pension plan). From an analysis using 570 firm–year observations, 
this study finds that a company with a defined benefit pension plan is negatively significantly 
associated with the timeliness of submission of the company’s financial statements. These results 
indicate that a company’s defined benefit pension plan is associated with the timeliness of the 
company’s financial statements, thus supporting this study‘s second hypothesis.  
 
The third hypothesis, H3, investigates the association between tax audits and timeliness of 
Indonesian companies’ financial statements’ submission. The analysis is performed using 
multivariate logistic regressions and is measured by using the dummy variable of tax audit 
occurrence. ‘1’ is attached to companies subjected to tax audited, ‘0’ otherwise. This result is 
supported by an analysis using measures of tax audit existence. This measures whether a tax 
assessment or investigation by tax office examiners occurred in the company. This data data was 
obtain from companies’ financial reports in the notes of financial statements or disclosure of 
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taxation. From an analysis using 570 firm–year observations, this study finds that a tax audit in 
the company is not associated with the timeliness of submission of the company’s financial 
statements, thus failing to support this study’s third hypothesis.  
 
Table 7.1 Summary for RQ and subRQ1 to RQ3, associated hypotheses (H1 to H3), the 
testing procedure to test theses hypotheses and the findings. 
 
(RQ): Is there any association between financial policy factors (IFRS adoption, 
retirement benefit plan and tax audit) with the timeliness of Indonesian corporate 
reporting? 
 
Hypotheses Testing Procedure Findings 
H1: There is a negative 
association between 
implementation of IFRS 
adoption and the timeliness 
of the submission of the 
company’s financial 
statements of Indonesian 
companies 
H1 is tested using Logistic 
regression model for 
Equations (5.4.2) as the main 
test (Section 5.4). Panel 
regression model is used to 
test the robustness of the 
main results. 
The results from the logistic 
regression model show 
evidence to support H1. The 
findings indicate that 
implementation of IFRS 
adoption is significantly 
associated with the timeliness 
of submission of the 
company’s financial 
statements. Thus, H1 is 
supported. 
 
 
H2: There is a negative 
association between defined 
benefit pension plans and the 
timeliness of the submission 
of the financial statements of 
Indonesian companies. 
H2 is tested using Logistic 
regression model for 
Equations (5.4.2) as the main 
test (Section 5.4). Panel 
regression model is used to 
test the robustness of the 
main results. 
The results from the logistic 
regression model show 
evidence to support H2. The 
findings indicate that defined 
benefit pension plan is 
negatively significant 
associated with the timeliness 
of submission of the 
company’s financial 
statements. Thus, H2 is 
supported. 
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Hypotheses Testing Procedure Findings 
H3: There is a negative 
association between tax 
audits by the tax authority 
and the timeliness of the 
submission of the financial 
statements of Indonesian 
companies. 
H3 is tested using Logistic 
regression model for 
Equations (5.4.2) as the main 
test (Section 5.4). Panel 
regression model is used to 
test the robustness of the 
main results. 
The results from the logistic 
regression model show no 
evidence to support H3. The 
findings indicate that tax 
audit is not associated with 
the timeliness of submission 
of the company’s financial 
statements. Thus, H3 is not 
supported. 
 
 
 
7.2.2 Control Variables 
The control variables in this study include: complexity of company operation, company 
performance, leverage that is proxied with debt-to-equity ratio, earnings management that is 
proxied with discretionary accruals, ownership structure, company size, company age, audit 
opinion and audit firm size, which are expected to explain the relationships to the timeliness of 
the submission of the company’s financial statements in Indonesian companies. Multivariate 
regression, a Logit model and Panel regression model are implemented to test the control 
variables related to independent variables. These analyses are applied to an unbalanced panel of 
114 top market cap firms, totalling 570 firm–year observations. 
 
The main findings are as follows. First, this study reports that firm profitability is a factor that is 
negatively associated with the timeliness of submission of the Indonesian listed companies’ 
financial statements. This finding is consistent with prior studies (Gilling, 1983; Basu, 
1997; Han & Wang, 1998). This implies that profitable companies are likely to present their 
financial statements later than their counterparts. Basu (1997) suggests that this may be due 
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to conservative accounting policies and auditing processes that might demand more time to 
ensure accuracy and completeness of the financial information presented in the reports. Another 
possible reason for the submission delay may also be due to opportunistic reasons including 
ways to avoid higher tax. However, future studies can empirically identity the potential reasons 
behind this negative relationship. Secondly, this study also indicates that auditor type 
is negatively associated with submission timeliness. This association is consistent with prior 
studies, such as those of Ng et al. (1994) and Turel (2010). This association implies 
that companies engaging Big Four audit firms have higher reporting lag compared to others. A 
possible reason for this increased delay may be due to higher levels of negotiation between 
companies and their Big-4 audit firms, since the latter may have higher expertise on IFRS 
principles. Another possible reason for the submission delay may also be due to the non-Big 
Four audit firms make extra efforts in auditing to avoid the delays (Turel, 2010). Future 
studies can seek to empirically examine this relation in order to identify the underlying reason 
for the delays in submission of the reports.  
 
Finally, this study and the regression results show no evidence of an association between the 
submission of the company’s financial statements in Indonesian companies and the other control 
variables (company operation, leverage, earnings management, ownership structure, company 
size, company age, and audit opinion). This indicates that the other control variables do not 
explain an association with the submission of the company’s financial statements in Indonesian 
companies. 
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7.3 Contributions of the Study 
This study contributes to the body of knowledge in several ways. The contribution of the study to 
literature, theory and practice are as follows. 
 
7.3.1 Contribution to Literature 
This study contributes to the literature by providing a better understanding and new knowledge 
regarding financial policy factors and the timeliness of submission of corporate financial 
statements in the Indonesian context, and of the association between the two, by providing an 
overview of factors that relate to the timeliness of financial reporting. As far as could be 
ascertained, this is the first study to comprehensively study Indonesian financial reporting 
timeliness for top market capitalisation listed firms using a longitudinal study. The literature on 
financial reporting timeliness focusses mainly on developed markets; however, several recent 
studies focus on emerging markets (Abdulla, 1996; Owusu-Ansah, 2000; Owusu-Ansah & 
Leventis, 2006). Therefore, this study contributes towards the previous literature on financial 
reporting by concentrating on Indonesian listed companies, together with investigating the 
association of unique factors in Indonesia, namely, IFRS adoption, retirement benefit plans, tax 
audits and timeliness of financial reporting. 
 
From  the international accounting research prespective, this study also contributes to the 
literature on international accounting challenges and opportunities, specifically on IFRS 
adoption. The literature on IFRS adoption focused mainly on developed markets,. This study 
contributies to the lesson learned from IFRS adoption by examining the relationship between 
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implementation of IFRS adoption across Indonesia and timeliness of financial reporting, 
specifically for top market capitalization companies in Indonesia. This study’s findings have 
implications since it provides empirical evidence for companies with higher number of IFRS 
adopted standards have significant impact or material effect on the company’s financial 
statements’ submission. Based on this result, this study’s findings may help the shareholder and 
regulators including accounting standard-setters and bodies to be aware, understand and asses the 
implication of IFRS adoption towards the timeliness of financial reporting on improving the 
implementation of IFRS adoption in an emerging market setting. This suggest that standard-
setters need to consider number of new and revised standards adopted IFRS to be issued when 
taking  into account the effective date of the standards in their decision making. This also 
suggests that the reporting policy regarding the financial reports release requirements within a 
limited period for firms with higher material impact of the standards could be different from the 
policy for firms with lower ones, specifically in the financial-time period of higher number of 
standards IFRS adopted to be implemented. 
 
7.3.2 Contribution to Theoretical Development 
The main theory underlying this study is agency theory. This theory explains the relationship 
between those who manage the company, the agents, and the principal as the owner, where both 
are bound in a contract to achieve expected benefits (Jensen & Meckling, 1976). Agency 
problems arise when the agents do not act in accordance with the expectations of the principal. 
Therefore, to reduce the agency problem, attention is devoted to the reduction of the agency 
costs. The agents have access to the company's internal information, while the principal is 
outside the company and hence have to depend on the agents’ expertise and specific knowledge 
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to complete any transaction. The difference in the level of knowledge held by the agents and 
principal, often defined as information asymmetry, is one main source of agency problems. To 
ensure that the agency problems are controlled, the contents in the financial reports and the need 
to audit the reports become critical. While the preparation of the financial statements and the 
audit increase the agency-related transaction costs, the objective of incurring these costs is to 
avoid much more significant amount of potential future agency costs, in the form of penalties, 
stakeholder law suits, speculations and market capitalisation losses.  To avoid such agency costs, 
financial reports should be presented as accurately as possible, audited by independent auditors, 
and submitted to the relevant authorities on time. This study provides an overview of factors 
related to the timeliness of submission of corporate financial reports and the association between 
the financial policy factors and the timeliness of financial reporting. It provides information to 
principals as to the reasons behind the delays in financial statement submission, and insights to 
the agents to enable better preparation of the financial reporting process. In summary, the 
theoretical contribution of this study is to examine the agency cost effects of three main financial 
policy factors namely, IFRS implementation, retirement benefit plans and tax audits upon the 
timely submission of financial reports.   
 
The selected context is Indonesia where IFRS has recently become mandated for all companies 
and where annual reports are also mandated to be submitted at least two to three weeks prior to 
the companies’ AGM along with the invitation notice. Among the three main test variables, this 
study finds that IFRS implementation and retirement benefit plans involve high agency costs and 
are therefore have the potential to cause delays in submission of the reports. This is evidenced by 
the negative association between IFRS implementation and timeliness of financial reporting and 
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also the negative association between retirement benefit plans and timeliness of financial 
reporting. In contrast, the tax audit does not involve high agency costs and has less potential to 
cause delays in submission of the reports. This is evidenced by the lack of association between 
tax audits and timeliness of financial reporting in Indonesia.  
 
This study also contributes to the theory by supporting the agency theory. This study provides an 
overview of factors related to the timeliness of submission of corporate financial reports and the 
association between the financial policy factors and the timeliness of financial reporting. It 
provides information to principals as to the reasons behind the delays in financial statement 
submission, and insights to the agents to enable better preparation of the financial reporting 
process. This  is informed by the agency theory explanation since the owners, as the principal of 
an organization, and the management, as the agent, may have diverging goals and objectives, 
timeliness of financial reporting is likely to reduce the information asymmetry between principal 
and agent. The management of the company tend to make timely submissions of financial reports 
that contain good news, profitability and high quality of financial reports since these reports meet 
the preferences of the principal.  Therefore, the theoretical contribution of this study is the 
adoption of agency theory in the context of timeliness of financial reporting and investigating the 
significance attached by agents to timely submission of financial reports to minimise agency 
cost. 
 
7.3.3 Contribution to Practice 
This study contributes to practice by examining the association between the implementation of 
IFRS adoption, measured by the number of significant IFRS adoptions being implemented by the 
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firms, and the timeliness of submission of the company’s financial statements. Although research 
has been undertaken to examine financial reporting timeliness, factors unique to Indonesia had 
not been studied. Therefore, the study’s findings have implications for future training of 
accountants. This study also provides empirical evidence that implementation of IFRS adoption, 
retirement benefit plans, company performance, and audit opinions are statistically significantly 
associated with the timeliness of submission of Indonesian companies’ financial reports. The 
findings in this study of the implementation of significant IFRS adoption indicate reporting 
complexity is a factor behind reporting lag. This finding has implications for accounting 
education and practice in Indonesia. Accounting education professionals in Indonesia need to 
engage with accounting professionals on a regular basis and provide updates and training on 
IFRS. Another option would be to provide on-line resources that can be easily accessed at a time 
convenient to accounting professionals. This is important because the convergence process of 
IFRS adoption to PSAK is gradual, meaning more new and revised PSAK are to be implemented 
in the future. Accounting professionals and auditors, therefore, should plan and develop the 
financial reporting and audit processes for preparing financial statements in accordance with the 
new standards to enable the submission of reports in a punctual manner. Further, it was 
hypothesised that implementing a ‘defined benefit pension plan’ leads to more reporting delay, 
as confirmed by these results. As predicted, the delays can be attributed to the complexity of the 
plan and engagement of actuary. Availability and further training of professionals on retirement 
liability calculation would also aid in reducing the reporting lag. 
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7.4 Limitations 
The study is subject to the following limitations. The first limitation is that this study only 
examines Indonesia’s top 120 market capitalisation listed firms.  
 
The second limitation is that this study only uses annual reports’ submission dates to measure 
timeliness, as they are the only information set available to users.  
 
7.5 Future Research 
The results of this study, as well as the limitations considered in Section 7.4, suggest several 
directions for future research. First, since this study focusses on top market capitalisation firms 
listed on the IDX, and not on all listed firms, future research studies are suggested to examine the 
financial reporting timeliness of other firms listed on the IDX using more observation years since 
the convergence process of IFRS adoption to PSAK is gradual with more new and revised PSAK 
are to be implemented in the future.. 
 
Second, this study reports that company profitability has a negative relationship between 
profitability and the timeliness of submission of Indonesian listed companies’ financial 
statements. This implies that profitable companies are likely to present their financial statements 
later than their counterparts. Further research is suggested to empirically investigate the reason 
for this negative relationship. 
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Third, this study documents a negative association between Big Four audit firms and the 
timeliness of submission of Indonesian listed companies’ financial statements, in which 
companies engaging a Big Four audit firm had higher reporting lags compared to others. Future 
study is suggested to empirically investigate the reason behind this relationship.  
 
Finally, future research is also suggested to investigate the association of other factors with 
timeliness. Starting in 2015, the Government of Indonesia put forward several economic policies, 
such as the promotion of asset revaluation as a measurement model for property, plant and 
equipment accounts in the financial reports of companies, and offered incentives of tax amnesties 
for tax payers in Indonesia. Future studies could examine the association of these policies on 
timeliness of financial reporting in Indonesia. 
 
 
7.6 Conclusion 
The timeliness of submission of financial statements by companies in emerging markets such as 
Indonesia is important as timely financial reporting aids the decision-making of the users of 
financial statements, and reduces the information asymmetry between managers and owners of 
entities in those emerging markets. Thus, investigating the factors related to the timeliness of 
submission of financial statements should assist the regulators of emerging capital markets in 
creating new policies to increase the quality of financial reports
22
. 
 
                                               
22 Two primary characteristics of information in financial reports are relevance and faithful representation (IASB, 2010). 
Timeliness enhances the relevance of the financial reports which leads to more useful information and enhances the decision-
usefulness of financial reporting information (Palea, 2013). 
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This study provides empirical evidence that company implementation of IFRS adoption, 
retirement benefit plans, company performance, and audit opinion are statistically significantly 
associated with the timeliness of submission of top market capitalisation listed company’s 
financial statements in Indonesia. A statistically-significant negative association between 
implementation of IFRS adoption and timeliness of financial reporting is consistently supported 
by this study’s main and robustness tests. This finding indicates that firms with higher significant 
IFRS implementation tend to have greater financial reporting lag. This study also finds evidence 
that company retirement benefit plans are associated with the timeliness of submission of top 
market capitalisation listed company’s financial statements in Indonesia.  
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